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SIX SILEX UNITS « YOU PAY FOR Fi 


@ Now... Silex assortment custom-built 
for utilities! Six fast-selling Silex electric 
units... Anyheet Control with every Saratoga 
model (adds 97 KWH). All models have 
Self-Timing stoves. Backed by powerful 
selling helps, tie-ins with the biggest Silex 
advertising campaign, featuring the new 
Light Test theme... proof of Silex superiority! 


WRITE DIRECT . . . OR SEE YOUR DISTRIBUTOR TODAY! 
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The Silex Co. Dept. PUF..., Hartford, Conn. 
Creators of the Glass Coffee Maker Industry 








COST: $19.05 . . . PROFIT: $181 


No. of Units Description Prie 


4 BWE8-B—8 cup Bretton Electric 
Table Mode!, Black Trim, @ $5.95 423.8 


1 SAE8TI—8 cup Saratoga Eleciic 
Model Ivory with Moldex Buffet 
Tray 19: 
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Table Model, Black Trim 5.4 
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ARBER GAS 


BARBER 


REGULATORS 
Help 

You Win 
Customer 
Confidence 


| et and _ enlight- 

ened gas companies recognize 
that, in addition to load-building, the customer must be satis- 
fied that his fuel is utilized without waste. There may be 
among your own customers many instances, especially in the 
case of gas-burning appliances which are manually con- 
trolled, where fuel economies could be effected by gas pres- 
sure regulators. If you have complaints on fuel bills, why 
not have your service men, on these calls, take along a 
Barber Regulator and explain to your customers the savings 
possible with pressure regulators? Barber will gladly supply 
you with educational folders for such calls. 


As to quality and dependability—Barber Regulators have 
long been endorsed and used by leading gas authorities 
everywhere. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER eacssune REGULATORS 


Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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TIME AND MONEY 
SAVING FEATURES IN 


Rrikaib 
PIPE VISES 


Although conventional in design, every 
Ripai> Pipe Vise brings your workmen 
plus values in handiness and efficiency, 
combining many extra features for 
quicker, easier work. All types have handy 
pipe rests and pipe benders. Yoke vises are 
equipped with “No-Mar” jaws to protect 
nickeled pipe from unsightly scratches. 
Oil-can and dope-pot holders on post vises 
—tool trays on vise stands put everything 
within easy reach to save a workman’s 
time—at so much per hour. RIGGID Vises 
with strong special malleable frames and 
highest quality tool steel jaws give you 
more years of economical service. 










Yoke vises available in bench, post, kit, 
stand and Tri-Stand patterns; chain vises 
in bench, post, stand and Tri-Stand patterns. 
Capacities 4%” to 8”. You'll find RipeIiD 
Pipe Vises a thrifty investment of your 
Company’s money. Ask your Supply House 
today. 


THE RIDGE TOOL CO., ELYRIA, OHIO 





MAKERS OF THE FAMOUS RIG&ID WRENCH 


Rist pire Toots 
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HE National Association of Railroad and 

Utilities Commissioners assembled this 
month (August 26th-29th) for their annual na- 
tional convention at St. Paul, Minnesota. It 
would be safe to say that never since the hec- 
tic days of 1916 and 1917 have the state com- 
missioners been confronted with so many dif- 
ferent regulatory problems. 


In the topsy-turvy world which the emer- 
gency has thrust upon America, probably no 
development presents such a bewildering varia- 
tion of results for utilities as the priority pro- 
gram. Already gas, electric, telephone, water, 
and transport utilities have felt the pinch 
brought about by the scarcity of certain ma- 
terials. In the case of the electric industry 
there have been local occasions for rationing 
the power supply to some extent, in the recently 
drought-stricken southeastern area. 


Priorities and rationing have brought in 
their wake many cross-currents for the utili- 
ties. The gas industry is being called upon to 
fill in spots previously occupied by electricity 
and competitive fuels. On the other hand, the 
shutdown of the silk and hosiery mills during 
the past fortnight has released more than 200,- 
000 kilowatts of generating capacity. That is 
enough power to run twenty plants such as the 


OSWALD RYAN 


Are we planning or drifting towards a policy 
of due process in regulatory proceedings? 


(SEE PAGE 259) 
AUG. 28, 1941 


HERBERT COREY 


The day the bugle blows the war call, the 
wires will hum. 
(SEE Pace 270) 


huge Wright Airplane Engine plant recently 
completed at Chicago—the largest in the 
world. 


AND we are told that the silk shutdown isa 
typical example of what is likely to happen in 
many other lines of normal industrial en- 
deavor. The fact that certain civilian enter- 
prises must be suspended or curtailed will ease 
the load on the power industry, already great- 
ly burdened by the staggering and ever-it- 
creasing demands of defense activities. 


But then, consider this angle: The easter 
fuel shortage may indirectly contribute to 
further demands on power companies. This 1s 
seen in preliminary estimates of urban transit 
officials who expect that the daily passenger 
haul will sharply increase when automobile 
gasoline rationing goes into effect. An increase 
in transit passengers has already resulted from 
the gasoline “curfew” in cities such as Wash- 
ington, D. ‘C., where the number of workers 
who ordinarily use private automobiles is ¢x- 
ceptionally high. 


THE transit industry generally welcomes the 
prospective increase in urban transportation 
business, provided it does not cause such strain 
on existing facilities as to result in unprofitable 
replacements or repairs. The Virginia Electric 
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‘LEY STEAM GENERATING UNIT 


Outstanding American 
Lignite Burning Installation 


OTTER TAIL POWER COMPANY, Wahpeton, N. D. 


130,000 Ibs. steam/hour, 650 Ibs. design pressure, 825° F steam temp. 
Unit burns North Dakota Lignite at 82% Efficiency. 


Riley Boiler, Superheater, Steam-temperature Control, Economizer, 
Air Heater, Water Cooled Furnace, Steel Clad Setting, Riley 
Harrington Stoker. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST.LOUIS = CINCINNATI HOUSTON CHICAGO 8T. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


pet] - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
VERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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8 PAGES WITH THE EDITORS (Continued) 


& Power Company of Norfolk, Virginia, re- 
cently experimented to determine how much 
power could be saved in street car operations 
by running cars at half speed. 


Fear that fuel shortage may make it difficult 
for small concerns to obtain dependable sup- 
plies is also credited with recent shifts from 
private generation to central station service. 
During the last few months, seven commercial 
establishments in New York city have ar- 
ranged to shut down their plants and substitute 
central station service. (See page 312.) 


AND so it goes. One industry’s priority re- 
striction may be another industry’s oppor- 
tunity. Asked whether the sudden surge of 
business for the street cars and busses that may 
result from gasoline rationing would require 
the purchase of new equipment for an un- 
profitably short period, a transit official in an 
eastern city said: “We probably couldn't get 
the new equipment in time to do us any good, 
even if we could afford to buy it. But the mere 
fact that a large portion of the automobile- 
riding public turns to street cars would solve 
the problem indirectly by improving operating 
traffic conditiens. There wouldn’t be so many 
cars running or parked on the streets and our 
present equipment could probably handle a pro- 
portionately greater load.” 


¥ 


_ communications industries have spe- 
cial problems arising out of the emergency. 
Censorship, the safeguarding of the nation’s 
vital communication nerve centers from sabo- 
tage or espionage, the co6rdination of civilian 
and defense usage of the nation’s communica- 
tion carriers—these are a few of the broader 
problems which the Federal Communications 
Commission had in mind when it took the 
initiative in creating the Defense Communica- 
tions Board. 


In this issue, HERBERT Corey, Washington 
author and newspaper correspondent, gives us 
a peek behind the scenes at what may be in 
store for the communications industry when 
and if a state of war actually comes to pass for 
this nation. 


¥ 


i opening article in this issue is another 
one which ought to interest the state and 
Federal commissioners. It is an analysis of 
what is wrong with our commission laws. It 
was written by someone who certainly ought to 
know. The author is OSwALp RyANn, formerly 
general counsel for the Federal Power Com- 
mission, who is now a member of the Civil 
Aeronautics Board. 


Born in Indiana, Mr. Ryan received his 
education at Butler College and Harvard Uni- 
versity. He began the practice of law in his 
hometown of Anderson, Indiana, in 1926 and 
after some pclitical experience was appointed 
to his former post with the FPC jn 1932, He 
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H. W. BLALOCK 


Putting the sleeping Arkansas watershed to 
work is a national responsibility. 


(SEE PaGE 279) 


was named to the Civil Aeronautics Authority 


in 1938. 
¥ 


W: continue in this issue the series of 
articles on the Arkansas Valley Av- 
thority by H. W. Bratock, formerly a men- 
ber of the Arkansas Corporation Commission 
and now a power consultant with the FPC. 
The second instalment of Mr. BLatock’s 3- 
part series begins on page 279. 


¥ 


MONG the important decisions preprinted 
A from Public Utilities Reports in the back 
of this number, may be found the following: 


Tue Federal Power Commission has made 
use of its emergency powers under the 
Federal Power Act to make recommendations 
for curtailment of the use of electric energy 
in the southeastern states because of the ex- 
im of a national emergency. (See page 
129, 


AN application by a public utility company 
for authority to include tax clauses m 
rules and regulations covering the sale of gas 
was heard by the Michigan commission, and 
the question whether gas bills should be in- 
creased to offset any new or increased specific 
tax or excise imposed by any governmental 
authority upon the company’s production, 
transmission, or sale of gas was considered. 
(See page 130.) 


THe next number of this magazine will be 
out September 11th. 


es 
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How a great Public Utility protects its Records 








WITHOUT PUBLIC UTILITIES our broad national defense 
program would come to an abrupt halt. And without its valuable 
day-to-day operating and engineering records a utility would be 
badly crippled. See, in Remington Rand’s new Safe-Cabinet sound- 
movie film, how Public Utilities can bring certified protection to 
their records while at the same time they become vastly more 
efficient ‘machinery of management” tools providing increased 
production with decreased operating costs. 


A MILLION DOLLARS A DAY—that’s the title of this new 
sound-movie developed in cooperation with Remington Rand 
research engineers by a leading industrial film concern. It tells the 
story in a fascinating, dramatic, highly interesting 30-minute 
presentation of fires’ ravenous daily toll—‘‘a million dollars a day”’ 
—and how Public Utilities can help reduce this dreadful drain on 
our national resources. Be sure to use the coupon below! 


Remington Rand Inc. 
BUFFALO, NEW YOR K 


OFFICES EVERYWHERE 





Remington Rand Inc. 

Dept. UF-841 

Buffalo, New York 

Please send me your free prospectus outlining 


the sound-film ‘“‘A MILLION DOLLARS A 
DAY”. 
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¥ 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 129-192, from 93 PUR(NS) 


AUG. 28, 1941 


10 





HE NI 
New 
orporati 
ist of gr 
efficienc: 
Blowers 
heeler 
of ash a 
blowing 
Blowers. 
design 0 
the allo 
type be 
ing and 
ment its 


beust 28, 1941 Public Utilities Fortnightly 


New steam electric gen- 
erating station of N. Y. 
State Electric and Gas 
Corp. at Dresden,N.Y., 
on shore of Lake Seneca. 


HE NEW DRESDEN STATION of the 
New York State Electric and Gas 
orporation is another of the growing 
ist of great plants whose boiler plant 
efficiency is maintained by Vulcan Soot 
Blowers. The two 110,000-Ib. Foster 
jheeler boilers are kept clean and free 
of ash accumulations by the thorough 
blowing action of their Vulcan Soot 
Blowers. The scientifically engineered 
design of the slowly rotating heads and 
the alloy heat-resisting compression 
type bearings assure thorough clean- 
ing and insure longer life of the equip- 
ment itself. 


és VULCAN SOOT WER CORPORATION DU BOIS 
ae 
wie 

| 


NA, é! L C 
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Remarkable Remarks 


“There never was in the world two opinions altke.” 
—MONTAIGNE 








“Our industry at this time should ask ‘what's the jot) 
and not ‘what’s the use.’ ” 


¥ 


“We who do the talking need to take pains to under. 
stand the democracy that we are defending.” 


¥ 


“IT want REA to go as far with the rural power lines 
as the Federal government does with the draft.” 


¥ 


“It has been exceedingly difficult to make forecasts of 
demands [for electric power] which stand up for as 
long as a month.” 


¥ 


“We have got today a spirit of full codperation. With 
g J I 

cooperation we can outdo and outbuild any totalitarian 

system based on coercion.” 


¥ 


. one of the reasons why accountancy has not more 
nearly fulfilled its possibilities is the tendency to rely on 
precedent rather than on the scientific method.” 


¥ 


“There are no present indications of any developments 
that would make future hydroelectric installations more 
attractive economically than those already in existence. 
If anything, the natural trend will be toward less economi- 
cal installations.” 


* 


“Not only must we forget about that pleasant old slo- 
gan, ‘Business as usual’; if we are going to be safe ina 
world which grows more perilous every day, we must see 
to it that there is useful work for every man and every 
machine in the country.” 


¥ 


“Labor has no right to demand that others protect it 
from potential foreign aggression. It is still less entitled 
to protection when by its own subversiveness it destroys 
the efficiency of national defense and itself prevents the 
production of defense material.” 


12 
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IN EVERY 
DEFENSE EFFORT 


As essential as materials and man 
power are the figures that keep 
materials moving toward sched- 
uled assembly points—that help 
employers meet payrolls promptly 
—and that furnish management 
with up-to-the-minute statistics on 
which to base quick decisions. 


As defense production proceeds, 
it becomes more and more evident 
that the figure-facts so essential 
to business in normal times are 
still more essential when there 
are fewer minutes to spare. 


Just as business has relied on 
Burroughs for fast, modern figur- 
ing equipment throughout the 
past half-century, so government 
and industry now rely on Bur- 
roughs to provide the prompt, 
accurate figure-controls so neces- 
sary to the nation’s defense effort. 
BURROUGHS ADDING MACHINE COMPANY 


6644 Second Avenue, Detroit, Michigan 


Nee 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 
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“We are fortunate, in a way, in having the two catastro. 


phies [World War No. I and present emergency] withing 
single business lifetime. Many of us have had an intimate 


enough contact with the former period so that we should’ 
be able to avoid falling into the same traps a second time” 


¥ 


“The nation expects our defense industries to continue 
operation without interruption by strikes or lockouts, ]f 
expects and insists that management and workers yill 
reconcile their differences by voluntary or legal means 
to continue to produce the supplies that are so sorely 
needed.” 


¥ 


“While many believe that heightened codperation be- 
tween men and management at the machine, within the 
four walls of the workshop, and throughout the nation, 
will bring into focus democracy in action, yet they are ap- 
prehensive lest any experiment with new arrangements 
may lead to some foreign ‘ism.’ ” 


» 


‘... keeping the utilities as solvent as possible is a 
strong defense desideratum, because impoverished utilities 
would mean inefficient service. This fundamental need of 
our business is as important for the emergency as during 
the trying post-war depression that is bound to follow the 
present stupendous public expenditure.” 


¥ 


“Inflation is an ugly word, and so are its consequences. 
It takes deep bites into the standard of living of every 
wage earner, every person of fixed income. It dilutes every 
savings account and every insurance policy. When it is in 
its stride, no manufacturer is safe in his commitments and 
no housewife is safe from rationing. No class gains 
permanently by inflation.” 


¥ 


“Under the conditions of chaos, confusion, exhaustion, 
gigantic public debt, discontent, grief, and the hatreds and 
agonies left as the awful aftermath of the wars, the 
Communists and Fascists will find fertile fields in which to 
plant their propaganda for debt repudiation, property con- 
fiscation, abolition of the Constitution, and the establish- 
ment of a dictatorship of the Stalin type or the Mussolini 
or Hitler type.” 


‘ 


al 


“There is no greater racket in transportation or any- 
where else than the system that permits operators to use 
improved waterways without payment of tolls and ship- 
pers to profit by lower rates thus made possible. One who 
uses public property for business purposes should pay 
for that use and not have an advantage over a competitor 
who must pay for his roadway. This nonsense is carried 
to the nth degree when the government itself conducts a 
common carrier waterway on our great rivers.” 
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All stresses taken by mounting 
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METAL ENCLOSED 
BUS— Eliminates 


Interphase Shorts. 
Expensive equipment investments may now be safe-guarded 
from interphase shorts often due to dust pocket flashovers 
in congested areas where buses are exposed, or due to 
support structure failure. Here is a new outstanding design 


consistent in cost with any type of bus structure. 


AILWAY ann INDUSTRIAL ENGINEERING CO. 


REENSBURG, PA. ..... In Canada, EASTERN POWER DEVICES, Ltd., TORONTO 
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WITH 1,000,000-VOLT 
RADIOGRAPHY OF BOILER DRUMS 


LWAYS a leader in the development and applica- 
tion of fusion welding, Combustion Engineering 
continues its progressive manufacturing policy by 
adopting the newest advance in weld testing. 
Latest achievement is the acquisition by C-E of one of 
the first 1,000,000-volt x-ray units ever built for indus- 
trial service. It exceeds by 600,000 volts the most 
advanced equipment previously available for this pur- 
pose. It will be housed within a special building of its 
own at the C-E Chattanooga Shops where the drums 
for so many of the world’s largest boilers have been 
formed, welded and x-rayed. 


Improved Radiographic Quality 
An outstanding benefit of the new unit is its improve- 
ment of radiographic results. The superior quality of 
negative produced provides a wealth of sharp diagnos- 
tic detail not previously obtainable. The greater pene- 
tration and ‘increased sensitivity reveal the most 
inconsequential defects in the thickest of welded joints. 


Time-Saving Advantages 
The need for speed in our present national emergency 
multiplies the importance of the time-saving benefits 
made available by the new 1,000,000-volt x-ray unit. 
For example, it will radiograph a 4-in. thickness of 
metal in about one minute whereas the best previous 
practice required over half an hour ... more than 30 


times faster. And the time saving increases rapidly with 
metal thickness—at 51 in. thickness the exposure 
time of the new unit is more than 100 times faster. 


Leadership 
This outstanding advance in the testing of welds in 
boiler plate and pressure vessels is a logical sequel to 
previous achievements by C-E in the field of fusion 
welding, such as — 


First boiler drum fabricated and x-rayed under the 
A.S.MLE. Power Boiler Code following its revision to 
permit the use of welded joints, was built by C-E. 


First Bucky Diaphragm used for x-raying heavy-wall 
pressure vessels, a device that materially improved the 
quality of radiographs, was used by C-E. 


First 400,000 Volt X-Ray Unit employed by a boiler 
manufacturer, the most advanced method of non-de- 
structive testing of welded joints prior to the develop- 
ment of the new 1,000,000-volt unit, was installed 
by C-E. 


The notable improvement provided by this 1,000,000- 
volt x-ray unit is further evidence of the pioneering 
spirit which has accompanied not only manufacturing 
technique but also the design development of all C-E 
products. For the latest achievements in both engineer- 
ing and construction of steam generating equipment, 
you can always rely on C-E. A-60LA 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS, AND AIR HEATERS 
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COMBUSTION ENGINEERING COMPANY: INC., 200 MADISON AVENUE, NEW YORK, NY. + CANADA: COMBUSTION ENGINEERING CORPORATION, LTD., MONTREAL 
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Do you really know 
HOW TO WRITE REPORTS? 





Are your technical reports always clear—coherent—complete} 
you able to express technical information and facts in such q 
that anyone reading your report knows immediately what you 


Just as in everything else, there are clear. By following these pring 
certain fundamental principles of and adopting an attitude toward wy 
order and planning and style that can _ reports that is based on an ap 
change a muddled and confused tech- tion of the eventual audience, yoy 
nical report into one that is crystal improve your papers immensely, 


WRITING THE TECHNICAL REPO} 


By J. Raleigh Nelson 


Professor of English in the College of Engineeriy 
University of Michigan 


373 pages, 6 x 9, $2.50 


Step by step this authoritative book sho 
you how to simplify technical reports; hj 
to analyze the type of report; low to chod 
the best form and style; how to organize{ 
material; how to use figures, tables anda 
notations. A book for everyone who realig 
how improved reports can eliminate mis 
derstanding, save time in explanations, de 
onstrate the writer’s knowledge and abili 
and create favorable impressions on ¢ 
ployers. 


few: : 
oduction 
@ four im ortan’ are Hons o the intr 
@ two tests Crimary, func ot attentic’ reports 
@ the three rant first, for froductions S 
\ 
age paragraphs 


“ cessful performance 


or report 
- meer, and style of the 
e 


wero herence — 
: ; ane in o English sen 
\ties - 
f cetlaneot® auaaesto 
we subiec - 
t: ual illustrative examP' 
nments 


The complete guide 
to report writing 


Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTLY 


MUNSEY BLDG., WASHINGTON, D. C. 
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NO CONCRETE CASING is needed 
when you install J-M Transite 
Conduit. It does not warp...holds 
its strength and true form under 
heavy earth loads and traffic 





ay, 


MADE OF ASBESTOS AND CEMENT, ; 
OU save all the expense of “concreting-in” when —Jansits Songun ional resistance 
you use Johns-Manville Transite Conduit. So strong _—_*° #! forms of corrosion. 
it needs no protective casing of any kind, this durable 
duct holds its true form under sustained earth loads and 


trafic pressure. Warping is practically eliminated. 


And you spend less money on maintenance, for 
Transite is an asbestos-cement product . . . completely 
non-metallic and inorganic. It can’t burn, rot or cause 
dangerous fumes or gases. It offers exceptional resist- 
ance to weather and corrosion. Yet installed costs are 
low, for Transite’s long lengths, light weight and smooth Lo. i 


bore make work fast and economical. TRANSITE DUCTS are light in 
. r ‘ - P weight, easy to assemble. Their 
For complete details, write for brochure DS-410. smooth bore stays smooth in serv- 
ice... permits easy, rapid cable 


Johns-Manville, 22 East 40th Street, New York, N. Y. __ putis at any time. 








FOR 
EFFICIENT, 
LOW-COST 










§\| Johns-Manville 
TRANSITE DUCTS 










SER vi cE, TRANSITE CONDUIT...For TRANSITE KORDUCT... For instal- 
useunderground without lation inconcrete. Thinner walled, i 

& P EC / F y. oe @ concrete envelope and _lower priced, but otherwise idene 

Pe acm for exposed locations. tical with Transite Conduit. 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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Wilson, Herring and Eutsler’s DAVEY TREE TRIMMING SERVICE 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 ois aes 


AN analysis of the nature, extent, and problems of JOHN DAVEY 
public utility regulation in the United States, Founder of Tree Surgery 

vith emphasis upon the expanding role of the Federal 

Government in the regulation of public utilities, its 


activities in undertaking power projects and pro- Davey Men are Local 


moting rural electrification, and the issues involved : ; 
in governmental ownerships. The well-rounded treat- e Acquainted with the Area 


ment and critical viewpoint will be of aid to all who © Familiar with Local Conditions 
are interested in evaluating the present status of 
public utility regulation, its strengths, weaknesses, and 8 Constantly Available 
significance for privately-owned industry. © Rea dy foo cll Emergencies 


Order trom Always use dependable Davey Service 


Public Utilities Reports, Inc. DAVEY TREE EXPERT CO. KENT, OHIO 


Munsey Bidg. Washington, D. C. D AV E Y T g E E h) E R Vv j C E 





























ONLY WATTHOURS 


now in service 
sated, Considerabi 
result from metetiz 
loads with these i 1 
With modern Sang 
however, the loo 
diversified ele 
ered accurately 


nue for all load 


S when metered with 2zocdctsc meters 


|SANGAMO ELECTRIC COMPANY 


SFO R ete Ft Ree. 8 | ERE. 0.1 <s 
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FOR SIMPLIFIED SWITCHING... 


SS 
4-WAY, 4-PORT VALVE 
90° TURN 


SS rh 
"Ns 


3-WAY, 2-PORT VALVE 


§ SSS = 
3-WAY, 3-PORT VALVE 3-WAY, 3-PORT VALVE 
180° TURN * 270° TURN 


MERCO NORDSTROM VALVE CO. 
A Subsidiary of PITTSBURGH EQUITABLE METER CO. 
WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 
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BAYER SOOT CLEANERS 


APPLIED TO 


MODERN PUBLIC UTILITY BOILERS 


- 























| l 
; "2500 GtP. LERS PULV. COAL FIRED 
660 LB. PRESSURE 770° F. STEAM TEMPERATURE 


THE BAYER COMPANY st. Louis, missouri 
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‘Are you KEEPING POSTED 
on public utility 
developments? 


Do you know how the latest develop- 
ments and changes affect the public 
utilities’ place in our economic 
structure? Now you can get a clear, 
understandable picture, for 


THIS NEW BOOK »> 
GIVES YOU A FULL 
AND FRESH APPRAISAL 


of problems confronting public 
utilities today — Just published! 


iat 


This book is designed to show the place 

which public utilities occupy within our PUBLIC UTILIT 
economic structure and the special problems 

of price control service supervision, security 

regulation, etc., which the march of events ( N Ml ¢ 
since 1933 has brought about. 


Accepting the dominance of private owner- 
ship in all fields but water supply, the book By C. Woody Thompson 


is primarily an illustration of institutional 
economics. The book draws upon the litera- and Wendell R. Smith 
ture of 47 state and four federal commis- Instructor in Commerce, State 


Associate Professor of Economics 


. e . . if i 7 
sions, one federal and 48 state judicial Say a See 


system, as well as many trade 726 pages, 6 x 9, illustrated, $4.50 
and semiofficial organizations. 











USE THIS CONVENIENT ORDER COUPON 


Public Utilities Fortnightly 
Munsey Building, Washington, D. C. 


Please send me a copy of Thompson and Smith's 


i | 
© Public Utility Organization and Finance a a UTILITY ECONOMICS postpaid. | enclose 


© Techniques of Regulation C) check C money order 
© The Problem of Reasonable Rates 
© Rate Making Theory and Practice 
© The Marketing of Utility Service 

® The Tennessee Valley Authority 

© The Problem of Security Regulation 





Answers your questions on:— 
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THINGS WHOSE 
RELIABILITY WE 


COUNT UPON 


HE seafaring man knows that the Govern- 

ment’s buoys are reliable—that he can depend 
upon them to guide him safely through strange 
waters. The railroad man has the same confidence 
in the signals that enable him to maintain daylight 
schedules right through the night. 


Yet neither the mariner nor the railroad engi- 
neer has any greater confidence in buoys or signals 
than have the management of utility companies 
and private industrial plants in the Exide Batteries 
that serve and safeguard their own organizations. 


For Exides are made for every storage battery 
purpose. And whether they’re installed for sta- 
tionary, automotive, or any other service, they can 
be counted upon— just as they have been for more 
than half a century — to prove their traditional 
dependability. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 


Exid> Batteries of Canada, Limited, Toronto 
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What 
De 


Greatly reduce 
water waste 
e 
Keep down 
Pumping costs 
e 
Conserve 
water reserves 
e 
Distribute water 
costs fairly 
* 
Reduce 
water rates 





Water Meiers ¥ 


HEN he knows he pays for 
all he wastes, the average 
consumer is careful about the water 


he uses. He will correct faulty 





plumbing, turn off water when he is 
through using it, and think twice be- 


fore he lets it run for refrigeration 
‘ “ a Are thoroughly depend- 
and prevention of pipe freezing. able in design, construc- 
tion, operation 


Recent evidence to this effect Have interchangeable 


i parts, minimizing mainte- 
comes from Scottsburg, Indiana. nance, avoiding obsoles- 
: cence 

There, by 100% metering, along Have established new 
« standards of accuracy in 
with an educational program, their testing on low flows, wheth- 
.er new or repaired. Of 
pumpage was reduced 30%. the plus-6-million made 
and sold, the great major- 

ity are still in service. 





50 West 50th Street - NEW YORK CITY 
9S ANCELES, PORTLAND, ORE, DENVER, DALLAS, 
ATLANTA, BC 


uren Avenue, Toro! 








@ One of a series of advertisements outlining the 


five ways in which Water Meters increase 
operating efficiency, reduce costs and add to 


the revenue of the modern Water Works. 
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Truck operators, large and small, 
uy more Chevrolet trucks than any 
ther make, year after year. 


Small wonder that they are doing it 
is year! For Chevrolets for 1941 at- 
hin a new high in all-round value. 
hey are ‘‘tops’’ for total depend- 
bility—engineered to haul your loads 
ith the speed that these fast-moving 
ays require...and they are priced 
0 cost you less than any other trucks 


LEAD THE 

NATION IN 

ECONOMICAL 
TRANSPORTATION 


in the biggest-selling low-price field. 
Truck operators everywhere have de- 
cided that Chevrolets are first choice 
for making “‘DELIVERIES P.D.Q.”’— 
powerfully, dependably, quickly. 


To solve your delivery problems, and 
solve them efficiently and economi- 
cally, follow this nationwide swing to 
Chevrolet. Your Chevrolet dealer is 
ready to give you a convincing demon- 
stration, any time you say. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 


JHRIFT-CARRIERS FOR THE NATION” 
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Interpretive Engineering by Grinnell may cut 


weeks from super-piping installation! 


If the problem of extending your 
power or process facilities fast enough 
seems insurmountable, investigate this 
engineering and prefabrication service 
that is helping other hard-pressed pro- 
ducers today! 

As soon as the requirements of your 
welded piping systems are roughed out, 
“Give the plans to Grinnell”. Through 
long experience in equipping power and 
process industries, Grinnell specialists 
have unusual ability to interpret exact- 
ing layouts into complete modern super- 


PREFABRICATION BY 


piping systems, speedily and accurately! 

Grinnell plants strategically located 
throughout the country then prefabri- 
cate the job with the most advanced 
equipment. Promptly on delivery date, 
accurate sub-assemblies bearing under- 
writers’ approval are on the job. . ready 
to hook up. 

Write for complete manual on this 
speedy service, “Grinnell Prefabricated 
Piping”. Grinnell Company, Inc., Exec- 
utive Offices, Providence, Rhode Island. 
Branch offices in principal cities. 


GRINNELL 


whenever PIPING is invoiveo 
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Customer Usage Data 
At Lower Cost ein Less Time 
eWith Greater Accuracy 





OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a i lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to an average of one-fifth of a cent per item, but have obtained 
monthly or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal Toronto 
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HE 1s independent and proud, 
yet democratic and friend- 
ly. He is the envy of the 
test of the world, and its hope. 
He is generous and tolerant 
and peace-loving—and withal the most 
powerful man in the world. He is the 
American workman. 

His hands, accustomed to the feel of 
wrench and lever and gauge, may never 
have held a gun; his mind, trained to 
think in terms of tolerances as fine as 
1/10,000 of an inch, may never have 
wrestled with a problem of military 
strategy; and yet he is the veteran of a 
thousand campaigns. 

His campaigns began in the labora- 
tories, and his prowess was proved in 
the test pits of American industry. His 
battles were waged on the factory floor 
and in the field. His victories have helped 
to make the citizens of the United States 
the most fortunate people in the world, 
and the U.S. the greatest nation on earth. 


In the plants of the General Electric 
Company, working with General Elec- 
tric scientists and engineers, this man, 
the American workman, has made giant 
generators to light whole cities, X-ray 
tubes to penetrate the mysteries of human 
flesh and metal castings, radio and tele- 
vision apparatus to project man’s voice 
and image through space over the mysteri- 
ous waves of the ether. 


Today, in the gravest hour of world 
history, he is engaged in the greatest 
campaign of all. But there is serenity 
and confidence in his face, and the ex- 
perience of a thousand campaigns behind 
him. He is sure of his own abilities, 
certain of his country’s future. General 
Electric Company, Schenectady, N. Y. 


GENERAL (J) ELECTRIC 


Ma 


Mm 


HHI 


952-218B1-213 


WLU HA 
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yoU CAN MAKE THESE 
DOOR SAVINGS 
IN YOUR PLANT! 





oe 


1. By coilin 


i 
above the & mm 4 small space 


opening, 
Savings in space and economies floor, wall a _— valuable 
of maintenance and operation are nd ceiling Space, 
only partly responsible for the 

wide use of Kinnear Rolling 

Doors. They also give you extra 

protection against fire, theft, riot, 

intrusion, sabotage, and the ele- 

ments. And every door is built to 

fit a particular. opening, which as- 

sures highest operating efficiency. 

Kinnear Rolling Doors are built in 

any size, for any opening, in old 

or new buildings. Motor, manual 

or mechanical operation. You will 

save money by installing Kinnear 

Rolling Doors in your plant. Write 

for details today! 


) 
& 
L) 
\} 
+) 
0 
2 
< 
a 
) 


THE KINNEAR MANUFACTURING CO. 
2060-80 Fields Cvenuc Columbus, Ohio 
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streamlined efficiency. You turn on the fuel and 
set the control with one single motion. To turn 


it off you return the control to zero. Simple? Yes, 


and sure—the only control you can’t forget to set!” 


FOR GAS AND ELECTRIC RANGES 
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ANKS 


Elliott 675,000-Ib.-per-hr. deaer 
ator, one of two units recently 
shipped to Philo Station of Ohio 
1 Power Company. They are the 
: fifth and sixth Elliott deaerators 
for this plant. 


.» for power plant de efense 


anks for mechanized warfare are very much in 
e public consciousness today. Power plants 
Iso need their tank defense. They get it in 
leaerators and deaerating heaters, which de- 
end the plant against oxygen corrosion in 
boilers and the feed-water system. Deaerating 
quipment has so well proved its effectiveness 
corrosion warfare, that practically all modern, 
ell designed plants use deaerating units. 


The U. S. Navy is using deaerators on prac- 
ically all of its vessels now building. The Navy 
alls these units ‘‘deaerating feed tanks.”’ Elliott, 
bf course, is building many of them. But an 


Elliott deaerating unit is much more than an 
excellent tank job. There are more than 20 
years of experience back of the design of Elliott 
units. You can be sure that the smallest details 
of water and steam distribution, the proper 
location and proportion of contact areas, the 
regulation of steam and water flow, the accessi- 
bility of parts and the designing of the whole 
unit to your requirements are backed by long 
experience in the practical art of deaeration. 


Your defense against corrosion is perfect 
with an Elliott deaerator. 


De t d Heater Department 
LLIOTT COMPANY “‘cannerte, pa. 


96la 


ELLIOT 


District Offices in Principal Cities 


DEAERATORS and DEAERATING HEATERS 
. front line equipment to combat corrosion 
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1 i ae: State Gas and Electric Association will hold annual convention, Saranac Inn 
«> S00: 21, 12; 1944. 





q Nat. Asso. of R.R. and Util. Commrs. concludes session, St. Paul, Minn., 1941. 9 
{ Amer. Inst. of Elec. Engineers ends meeting, Yellowstone National Park, 1941. 





{ American Water Works Association, New York Section, will hold convention, Glens 
Falls, N. Y., Sept. 11, 12, 1941. 





oe Mountain Electrical League will hold meeting, Estes Park, Colo., Sept. 11-13, 





e SEPTEMBER @ 





{ Wisconsin Utilities Association will hold meeting, Green Lake, Wis., Sept. 12, 13, 1941. 





{ International Association r # Electrical Inspectors, Northwestern Section, convenes for 
meeting, Tacoma, Wash., 





q Pennsylvania Electric Association opens annual convention, Bedford Springs, Pa., 1941. 





q National Bus Traffic Association will hold annual meeting, Chicago, Ill., Sept. 15, 16, 
1941. 








{ Maryland Utilities Association starts annual meeting, Ocean City, Md., 1941. 





q State-wide (Maine) Safety Conference will be held, Portland, Me., Sept. 18, 19, 1941. 





1 aT Transit Association will hold convention, Atlantic City, N. J., 1941, Sept. 27— 
ct 





{ Mid-West Gas School and Conference open, Ames, Iowa, 1941. 





{ Maine, New Hampshire, and Vermont Telephone Association open 3-state joint meet- 
ing, Bretton Woods, N. H., 1941, 














{ Pacific Coast Gas Association starts convention, Del Monte, Cal., 1941. 
Y Michigan Municipal League opens meeting, Traverse City, Mich., 1941. 








Courtesy of the A.C.A. Gallery 


Oil Boats 


From a Painting by Joe Jones 


From Elsie Hafner, N.Y. 
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What Should Be Done to 


Improve Our Commission Laws? 


Pending Bills for Modifying Procedure before 
Regulatory Agencies 


The author considers, among other things, the question whether the 
proposal to establish independent hearing commissioners with power to 
enter decisions—which become final in absence of review by the regula- 
tory agency—will strengthen or weaken the administrative process. 


By OSWALD RYAN 
MEMBER, U. S. CIVIL AERONAUTICS BOARD 


HE unprecedented growth in the 

past few years of the administra- 

tive body as an agency of social, 
economic, and legal control has given 
tise to one of the most bitterly contested 
arguments relating to the internal oper- 
ation of our government in the modern 
annals of the country. This battle has 
ranged from debates over the very 
foundation and theory of administra- 
tive regulation to discussions of the 
most obscure and detailed mechanisms 
of administrative bodies, no part of the 


259 


system being considered too trivial to 
escape the searching eyes of the oppos- 
ing forces. 

After several years’ experience un- 
der the expanded system of administra- 
tive control, emphasis in the debate has 
now shifted from the question of the 
essential validity and necessity of the 
administrative agency as a part of our 
government to the equally important 
question of its practical operation in 
achieving administrative justice. Per- 
haps the main cause of this change in 


AUG. 28, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


emphasis has been the realization that, 
regardless of divergent views on the 
necessity and propriety of the adminis- 
trative process under the American 
theory of government, economic devel- 
opments have rendered futile further 
challenge to its presence in the Amer- 
ican system. 

Whether this change has been due to 
a feeling that the administrative sys- 
tem has come to stay and that all pleas 
for a return to laissez faire are moot, 
or whether it has resulted from other 
causes, is not important. The fact re- 
mains that the issue has shifted to the 
practical operation of administrative 
agencies. 

Of those phases in the new contro- 
versy, probably the most bitter have 
had as their focal point the subject of 
procedure before the administrative tri- 
bunal. 


On. the one hand, critics of the 
existing modes of procedure have fre- 
quently indulged in blanket condemna- 
tion of the administrative process, 
voicing their complaints in vague gen- 
eralities that seem to imply antipathy 
to all methods of procedure that differ 
from common-law concepts, with little 
thought to the question of the applica- 
bility of some of these cherished doc- 
trines to administrative bodies. On the 
other hand, overzealous advocates of 
the administrative system have at- 
tempted to reject, in an equally illogical 
manner, any and all suggestions for 
procedural reform. Naturally, these 
arguments, far from presenting a 
sound basis for an appraisal of the ex- 
isting forms or yielding material for in- 
telligent revision, have served only to 
becloud the issues and make the entire 
argument appear as a struggle between 
reactionary and radical forces. 


C is true that not all debate has been 

limited to abstract discussions of the 
merits of the opposing contentions; 
some proposals of a positive nature, 
such as the Logan-Walter bills,) have 
been brought forward but too often 
these concrete proposals have been, to 
say the least, abortive efforts. The term 
“abortive” is not intended to imply that 
the time was not ripe for reform in the 
administrative process, for students of 
administrative law have generally 
agreed that certain changes could and 
should be made to improve the pro- 
cedure of administrative agencies, 
Rather, it is used to point out that these 
proposals, although praiseworthy as to 
their intended objectives, were hasty, 
ill-planned measures which, as a prac- 
tical matter, would have served only to 
confuse and weaken the administrative 
process to the detriment of all persons 
concerned. 


Recently, however, there has been 
presented in the Report of the Attorney 
General’s Committee on Administra- 
tive Procedure a thorough and con- 
structive critique of the administrative 
process.” This committee, composed of 
eminent lawyers,* was appointed in the 
early part of 1939 by the Attorney Gen- 
eral at the request of the President for 
the purpose of investigating the “need 
for procedural reform in the field of ad- 


1 Several similar bills relating to the subject 
of administrative procedure are referred to by 
this name. However, for the bill finally passed 
by Congress and vetoed by the President see: 
H. R. 6324, 76th Congress, 3rd Session (1940). 

2 Published by the Government Printing O!- 
fice as Senate Document No. 8, 77th Congress, 
1st Session. 

8 The membership of the committee submit- 
ting the final report was composed of Dean 
Acheson, chairman, Francis Biddle, Ralph F. 
Fuchs, Lloyd K. Garrison, D. Lawrence 
Groner, Henry M. Hart, Jr., Carl McFarland, 
James W. Morris, Harry Shulman, E. Blythe 
Stason, and Arthur T. Vanderbilt. 
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WHAT SHOULD BE DONE TO IMPROVE OUR COMMISSION LAWS? 


ministrative law.”* After the work of 
nearly a year, during which time de- 
tailed studies were made of a majority 
of the governmental agencies whose 
actions affect private rights and inter- 
ests, the committee released its report 
setting forth its criticism of the admin- 
istrative process and its suggestions for 
improving existing modes of proce- 
dure. 


a can be no question that the 
committee has fulfilled well a diffi- 
cult and onerous task. Not only has it 
provided the first complete study of the 
problems that must be met in any at- 
tempt to improve administrative pro- 
cedure; in analyzing the subject it has, 
on the whole, demonstrated a sym- 
pathetic understanding of the peculiari- 
ties of the administrative process that 
make all questions arising in this field 


of government so difficult of solu- 
tion. Although the entire committee 
agreed on most of the major weak- 
nesses of existing procedure in admin- 
istrative law, three of its members 
added further views and recommenda- 
tions,” which are, in general, more re- 


4See the correspondence leading to the ap- 
pointment of the committee. Report, pp. 251- 
253 


5These members were Messrs. McFarland, 


Stason, and Vanderbilt. Report, p. 203. Mr. 
Chief Justice Groner, who submitted, a separate 
statement of his views, joined in the recom- 
mendations of the minority. 
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strictive than those of the majority. 
In addition to the general statement of 
views embodied in the report, both the 
majority and the minority of the com- 
mittee expressed their recommenda- 
tions in the form of proposed legisla- 
tion. These bills have since been intro- 
duced in Congress as Senate bills 675 
and 674, respectively, and hearings on 
both proposals are presently being held 
before a subcommittee of the Senate 
Committee on the Judiciary. 


— bills seek to accomplish a uni- 
formity of procedure in the vari- 
ous quasi legislative and quasi judicial 
agencies of the Federal government. 
Such uniformity, to the extent that it is 
feasible, is unquestionably desirable and 
salutary. It is evident that the drafts- 
man of S. 675, the majority bill, has 
attempted to accomplish this purpose 
with the least possible interference with 
the existing procedures that have 
evolved out of the careful study and ex- 
perience of the various Federal agen- 
cies affected. There is implicit in this 
bill a recognition and an understanding 
of the distinctive characteristics of the 
administrative process that make the 
application of a uniform and rigid code 
of procedure to the numerous and 
diverse administrative agencies of the 
government impractical, if not impos- 
sible. 


adapted to the administrative process. ... It seems probable 


q “. .. S. 674, the minority bill, does not appear to be well 


that this bill would delay rather than expedite the adminis- 
trative process, make it more expensive to the parties and 
to the government, and in some respects would make ad- 
ministrative procedure so involved as to be intolerable from 
the point of view not only of the persons regulated but also 


the public generally.” 
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N the other hand, S. 674, the 

minority bill, does not appear to 
be well adapted to the administrative 
process. Some of the shortcomings of 
this bill are set forth in the comments 
of the majority of the committee.® Still 
stronger grounds of criticism have been 
presented in the hearings on the bill be- 
fore the Senate committee. It seems 
probable that this bill would delay 
rather than expedite the administrative 
process, make it more expensive to the 
parties and to the government, and in 
some respects would make administra- 
tive procedure so involved as to be in- 
tolerable from the point of view not 
only of the persons regulated but also 
the public generally. 


Of all the proposals of the bills, the 
ones treating with the conduct of ad- 
judication at the trial examiner stage 
will probably evince the most heated 


debate. It is in relation to this subject 
that the Attorney General’s committee 


encountered its most controversial 
question ; it is in relation to this subject 
that one finds the sharpest cleavage be- 
tween the majority and minority pro- 
posals and the most marked difference 
of opinion among legal scholars. 
Despite the divergent views of the 
majority and minority on the problem 
of adjudication, the committee agreed 
that one of the greatest weaknesses of 
administrative procedure is found in 
the existing trial examiner system. In 
an effort to improve procedure at the 
hearing stage the two bills set up within 
each agency a group of independent 
hearing commissioners, to be nomi- 
nated by the agency and appointed by a 
central body called the Office of Fed- 
eral Administrative Procedure. All 


6 Report, pp. 191, 192. 
AUG. 28, 1941 


hearings in cases of adjudication not 
presided over by a member of the 
agency must be held before a hearing 
commissioner, who is given power ty 
perform all functions necessary to the 
proper conduct of hearings. In order 
to increase the effect of the hearing 
officer’s work in the deciding of cases, 
the bills depart from existing modes of 
procedure and authorize the hearing 
commissioner at the conclusion of 3 
hearing to enter a decision, which in the 
absence of review by the agency be. 
comes the final decision in the case. 


Bex provisions of the two bills, in 
so far as they undertake to secure 
more responsible and competent hear- 
ing officers, should, and I believe will, 
command the support of all persons sin- 
cerely interested in the improvement of 
the administrative process. For exam- 
ple, there should be whole-hearted ap- 
proval of those provisions which make 
possible the payment of better salaries 
to the hearing officers.? Dean Landis 
of the Harvard Law School, who had 
considerable practical experience with 
administrative law as chairman of the 
Securities and Exchange Commission, 
has wisely said that “trial examiners 
staffs have, on the whole, too little com- 
petence,” and that one of the outstand- 
ing reasons for this springs from the 
fact that the agencies are not permitted 
to pay the trial examiners salaries sufi 
cient to attract ability of the order re- 
quired. Undoubtedly, administrative 


7 Section 302(2) of S. 675 provides that the 
salaries of hearing commissioners shall be $/,- 
500 per annum. In addition, the section provides 
for the payment of a salary of $8,500 to each 
chief hearing commissioner. Section 309(c) (2) 
of S. 674 provides that hearing commissioners 
shall receive annual salaries of not less than 
$3,600 and not more than $9,000, the exact 
amount to be fixed by the Office of Adminis- 
trative Procedure. 
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Reform in Administrative Law 


“.. there has been presented in the Report of the Attorney General’s 
Committee on Administrative Procedure a thorough and construc- 
tive critique of the administrative process. This committee, composed 
of eminent lawyers, was appointed in the early part of 1939 by the 
Attorney General at the request of the President for the purpose 
of investigating the ‘need for procedural reform in the field of 


administrative law. 


3 33 





bodies will be able to secure better ex- 
aminers if they are able to pay better 
salaries ; and that opportunity the two 
bills undoubtedly provide. 

Likewise, the judicial qualifications 
and capacity of trial examiners may 
very properly be investigated and their 
qualifications approved by a body inde- 
pendent of the agency, especially a body 
such as the proposed Office of Admin- 
istrative Procedure, whose one and only 
concern would be the improvement of 
the administrative process.® 


B™ while most, if not all persons 
are in agreement with the pro- 
posals to provide a better salary for the 
hearing commissioner, to require a re- 


8Section 302(3) of S. 675 authorizes the 
Office of Administrative Procedure to appoint 
as hearing commissioner any person nominated 
y an agency if that office finds the nominee to 
be qualified by training, experience, and char- 
acter to discharge the responsibilities of his 
Position, The director of the office is authorized 
to make such investigations as may be neces- 
sary to enable the office to pass upon the quali- 
fications of nominees. Section 309(c) (1) of S. 
674 contains similar provisions. 
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view of his qualifications by an expert 
body, and to provide for a delegation 
to the hearing commissioner of powers 
of a preliminary, intermediate, or an- 
cillary character, responsible adminis- 
trative officials may well view with 
deep concern those provisions which ap- 
pear to work a transformation in the 
legal character and status of the hear- 
ing officer. For those provisions are 
likely to lead to a weakening rather 
than a strengthening of the administra- 
tive process. It is not difficult to state the 
reasons for this concern. 

A realistic view of the proposed plan 
makes it difficult to avoid the conclu- 
sion that there will be set up a dual sys- 
tem of administrative adjudication 
which will involve a vertical division of 
responsibility in which the hearing 
commissioner will, in practice, be act- 
ing as a trial court and the agency as an 
appellate body. It is true that the pro- 
posed plan does not in terms purport to 
limit the scope of the agency’s final 
judgment; but it would be difficult to 
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conclude that the whole policy of both 
bills does not point in that direction. 


eel 


HE hearing commissioner acts 

very much as an independent 
court. He has a fixed tenure of office, 
and no matter how out of sympathy 
with the policies of the agency he may 
be, it appears that he is not removable 
for that cause.® If he subpoenas a wit- 
ness who refuses to appear or testify, 
the agency must certify the facts to a 
district court for compliance or for con- 
tempt action. The hearing commis- 
sioner finds facts, makes conclusions, 
and enters a decision" which in the ab- 
sence of a timely appeal by one of the 
parties or unless the agency itself calls 
the case up for review becomes the final 
decision in the case.” Upon the conclu- 
sion of the hearing the hearing com- 
missioner may certify to the agency 
novel questions or propositions of law 
concerning which instructions are de- 
sired for the proper decision of the 
case."* No authority is granted the 
agency to give such instructions on its 
own initiative either during or at the 
end of the hearing. In a similar vein is 
the provision that at the close of the 
hearing the agency may direct that the 
case be transmitted to it for decision 
only if one of the private parties peti- 
tions for such action and there is good 
cause shown." 


9S. 675, §302(5) ; S. 674, § 309(c) (3). 

10S. 675, § 304(2) ; S. 674, § 309(f). 

11S. 675, § 304(4) ; S. 674, § 309(m) (1). 

12S. 675, § 308(1) ; S. 674, § 309, paragraphs 
(n) and (0). 
18S, 675, § 307(1) ; S. 674, § 309(m) (2). 

14S. 675, § 307(2) ; S. 674, § 309(m) (2). It 
is interesting to note the use of the phrase 
“private party.” The inclusion of the word 
“private” in these sections and its omission in 
other provisions seem to imply that agency 
counsel will possess no authority to petition 
for decision by the agency. 
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The language of the bills is heh 
the construction that the agency is not 
to consider the case on appeal on its 
own motion except under extraord- 
nary circumstances, a construction that 
is borne out by the express language of 
the committee report.*® The decision of 
the hearing commissioner is to be final, 
and the power of the agency to review 
the case in the absence of an apped 
comes definitely in the form of an ex. 
ception. 


'§ eo provisions also imply a limi- 
tation upon the power of the 
agency with respect to the scope of re 
view. Thus, it is provided that on ap- 
peal from the hearing commissioner 
the agency itself need only consider the 
questions specified by the petition for 
review and need only consider such 
portions of the record as are specified." 
The same provision declares that the 
agency may limit its consideration ofa 
case to the question of whether the 
challenged findings are clearly against 
the weight of the evidence, thus imply- 
ing an independent determination of 
the issues by the hearing officer. 

The total result of these provisions, 
taking into consideration the spirit as 
well as the letter of the proposals, will 


15 “Accordingly, an integral part of the com- 
mittee’s recommendations is that, in the absence 
of appeal, the decision of the hearing commis- 
sioner be final and effective without further ac- 
tion or consideration by the agency. ... 

“In general, the relationship upon appeal be- 
tween the hearing commissioner and the agency 
ought to a considerable extent to be that o! 
trial court to appellate court. Conclusions, 11- 
terpretations, law, and policy should, of course, 
be open to full review. On the other hand, on 
matters which the hearing commissioner, hav- 
ing heard, the evidence and seen the witnesses, 
is best qualified to decide, the agency should be 
reluctant to disturb his findings unless error 's 
clearly shown.” Report, p. 51. 


16 S, 675, § 309(1) ; S. 674, § 309(0). 
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unquestionably be to limit the powers 
of the agency to those of an appellate 
character and to deprive the agency it- 
self of full control over the process of 
decision. An inevitable consequence will 
be a vertical division of responsibility 
for administrative adjudication be- 
tween the hearing commissioner and 
the agency, vesting in the former the 
independent de novo decision of the 
case and limiting the latter to the ap- 
pellate function. 

Although several reasons were given 
by the Attorney General’s committee 
for its proposal to establish a system of 
independent hearing commissioners,” 
there can be little doubt that an impor- 
tant underlying cause for the recom- 
mendation was the ever-present prob- 
lem in administrative procedure of a 
separation of the functions of prosecu- 
tion from those of adjudication. It is 
true that the majority of the commit- 
tee recognized the impracticability of 
attempting by statutory enactment a 
complete divorcement of these two 
functions, and that it refrained from 
including in its bill a provision, such as 
that contained in the minority bill,’® de- 
manding this segregation.’® Neverthe- 
less, despite the avoidance of extremes 
in dealing with the question, the fact 
remains that the majority proposal, al- 

17 Report, pp. 43-53. 


18S. 674, § 309(a). 
19Report, pp. 55-60. 


though constituting a novel approach, 
is but a part of the familiar subject of 
segregation of functions. Thus, the 
two bills will accomplish a dual separa- 
tion—one, a segregation of prosecution 
from adjudication, and the other a divi- 
sion of adjudication between the 
agency and the hearing commissioner. 


HE question, therefore, is squarely 

presented whether such a division 
in the process of adjudication will 
strengthen or whether it will weaken 
the administrative process. It is im- 
possible to give a sound answer to 
that question without a consideration 
of the widely divergent nature of the 
functions performed by the various ad- 
ministrative agencies. To anyone 
familiar with administrative law, it 
should be clear that an administrative 
procedure which is adapted to one type 
of adjudication is not necessarily 
adapted to adjudication of another 
type. 

Federal administrative agencies deal 
with two general types of cases coming 
within the classification of adjudica- 
tion as that term is used in the proposed 
bills. In one type, the decision is 
primarily judicial in character; in the 
other the decision is fundamentally leg- 
islative. Cases of the judicial class are 
well illustrated by proceedings for the 


20S. 675, § 301; S. 674, §§ 102(d) and 301. 


types of cases coming within the classification of adjudica- 


ener administrative agencies deal with two general 


tion as that term is used in the proposed bills [S. 674 and 


S. 675]. In one type, the decision is primarily judicial in 
character; in the other the decision is fundamentally legis- 
lative. Cases of the judicial class are well illustrated by 
proceedings for the imposition of economic penalties or 
sanctions.” 
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imposition of economic penalties or 
sanctions. Such cases are usually con- 
cerned with the question whether some 
statute or regulation has been violated. 
These cases involve determinations of 
fact which, although at times technical 
in character, are nevertheless capable of 
determination apart from the determi- 
nation of policy. Thus a case under the 
Civil Aeronautics Act for the revoca- 
tion of an airplane pilot’s license for fly- 
ing in violation of the Civil Air Regula- 
tions** may present the question of 
whether the pilot was intoxicated while 
at the controls of the aircraft or 
whether he flew at an altitude below 
that permitted by the regulations. The 
decision in such a case calls for a sim- 
ple determination of fact uncomplicated 
by matters of policy. 


—— Federal agencies are engaged 


almost entirely in regulatory activi- 
ties of this general type; others are 
mainly concerned with questions of a 
different nature. It is to the procedure 
of these agencies of the latter class that 
this discussion is particularly pertinent. 
Although agencies of this type are 
confronted with numerous cases deal- 
ing with violations, the major part of 
their time and attention is taken up with 
decisions that are legislative rather than 
judicial in character. These cases in- 
volve estimates, predictions, and judg- 
ments for the future. They call for de- 
cisions which primarily implement the 
national policy which Congress has laid 
down for the particular industry or ac- 
tivity covered by the legislation creat- 
ing the agency. 
The cases relating to economic regu- 


21 These regulations are issued by the Civil 
Aeronautics Board in furtherance of air safety 
pursuant to the provisions of the Civil Aero- 
nautics Act of 1938. 
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lation before the Civil Aeronautig 
Board afford a good example of thes 
legislative decisions. These cases fp. 
quire such determinations as the re: 
sonable air-mail rate which may be te. 
quired by a particular air line to enabk 
it to develop and maintain an air trans. 
portation service adequate to the na 
tion’s commercial, postal, and nationg 
defense interests — determinations in 
which government financial aid is in. 
directly provided through air-mail rates 
to assure the carrying out of the an. 
nounced policy of Congress. Similar 
cases under the Civil Aeronautics Ac 
call for decisions as to the extent to 
which competition between specific air 
lines may be authorized without detri- 
ment to the public interest; decisions 
as to whether mergers and consolida- 
tions of carriers may be consummated 
without adverse effect upon the public 
interest ; a decision, for example, as to 
whether the national defense requires 
a new air service between Manila and 
Singapore or whether the public con- 
venience and necessity require an addi- 
tional air line between Boston and New 
York. 


T is true that such cases also call for 
factual determinations; but even 
then the facts are inextricably cor- 
nected with policy. Let me cite an ex- 
ample: The Civil Aeronautics Board is 
at this writing engaged in holding a 
formal hearing through a trial exam 
iner for the purpose of determining the 
air-mail rates for the Pan American 
Airways in South America. In deter- 
mining what a reasonable operating ex- 
pense shall be for air services between 
particular points in South America, the 
examiner’s decision necessarily will in- 
volve a decision upon the question 
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Uniformity of Procedure 
ait ew bills [S. 674 and S. 675] seek to accomplish a uniformity of 


procedure in the various quasi legislative and quasi judicial 

agencies of the Federal government. Such uniformity, to the extent 

that it is feasible, is unquestionably desirable and salutary. It is evident 

that the draftsman of S. 675, the majority bill, has attempted to accom- 

plish this purpose with the least possible interference with the existing. 

procedures that have evolved out of the careful study and experience 
of the various Federal agencies affected.” 





whether seaplanes or land planes shall 


beused, and the answer to that question 
may be very vitally tied into the na- 
tional defense interests. Thus rate and 
other economic cases may, and usually 
do, call for decisions in which fact is so 
bound up with policy that it is impossi- 
ble to segregate the two. 

This whole problem presented by the 
intermingling of fact and policy in reg- 
ulatory decisions is accentuated in situ- 
ations in which the administrative 
agency and the law which it adminis- 
ters are in their infancy, or in which the 
industry being regulated is in the 
pioneering stage. 

In the former case, no large body of 
decisions has been built up interpreting 
the basic act or fixing policy. As a re- 
sult, there is little precedent upon which 
the trial examiner or hearing commis- 
sioner can rely in reaching a decision 
conforming to the views of the agency 
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itself. Most of the decisions of an estab- 
lished agency are but applications of 
well-settled principles to slightly 
changed factual situations, and add lit- 
tle to the meaning of the statute or to 
an understanding of the policy of the 
agency charged with carrying out its 
provisions. In contrast, decisions of a 
new agency are likely to cover questions 
never before touched upon, and to lay 
the foundation for later interpretation 
of the statute. It is of vital importance 
to all persons concerned that decisions 
covering new situations not only reach 
correct factual conclusions, but that 
they also reflect the views of the agency 
with respect to policy. 


HE governed industry may, as in 
the case of the aeronautical indus- 
try, be advancing so rapidly as to make 
it extremely difficult to formulate set- 
tled policies for its regulation. Those 
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familiar with the regulation of the pub- 
lic utility industry will recall that thirty 
years ago the regulatory problem in 
that industry was entirely different 
from that which confronts the public 
utility commission today. The public 
utility industry was then in the pioneer- 
ing period ; policies were in the making ; 
they were not yet settled. And that de- 
scribes the situation with which some 
Federal administrative agencies are 
faced today. Thus, air transportation, 
which is only fifteen years old, is mov- 
ing so fast that new problems arise 
every day, requiring new solutions, and 
a decision in an economic regulatory 
case can scarcely be entered that does 
not involve policy determination. 

In the work of many administrative 
agencies policy and decision are inex- 
tricably interwoven. The individual de- 
cision hinges on policy, and cannot be 
divorced from it. Broad standards of 
policy form the background, and sup- 
ply the yardstick against which the 
facts must be measured. In view of 
these considerations, it would seem 
clear that the policies of Congress as 
expressed in the regulatory statutes 
which the various agencies administer 
could best be fulfilled through an ad- 
ministrative process in which there is 
centralized control of the function of 
decision in cases of a legislative charac- 
ter or policy-determining character. 


HE accomplishment of this pur- 

pose does not demand that the pro- 
posed hearing commissioner system be 
entirely discarded. As already pointed 
out, many of its features merit un- 
qualified commendation. But the sys- 
tem proposed requires modification if 
it is to implement administrative effi- 
ciency and justice. 


AUG. 28, 1941 


There should be sufficient flexibility 
of procedure to permit the agency to 
delegate to its hearing officers the 
power of final decision in cases of a 
routine judicial character and to per- 
mit it to reserve to itself the sole deci- 
sion in cases of the legislative or policy. 
determining type, leaving to the trial 
examiner in such cases the conduct of 
the hearing and the recommendation of 
proposed findings and conclusions, 
Moreover, the preservation of full re- 
sponsibility in an agency charged with 
carrying out the policies of Congress 
requires that such agency shall have the 
power to remove the hearing commis- 
sioner whenever it deems his removal 
essential to effective administration. If 
it be said that such a provision would 
give the agency an unlimited power to 
remove the hearing commissioner, the 
answer is that the agency must have 
that power if it is to be responsible for 
fulfilling the policies of Congress. 


O Benne would be no objection, how- 
ever, to the incorporation in the 
present hearing commissioner plan ofa 
provision which would prohibit the 
agency from removing a hearing com- 
missioner for reasons not connected 
with his integrity, ability, or willing- 
ness to carry out the policies and in- 
terpretations of the regulatory acts as 
determined by the agency, and which 
would require the agency to file with 
the Office of Administrative Procedure 
a statement of its reasons in the case 
of a removal. But efficient administra- 
tion demands that the agency not be 
burdened with a hearing officer un- 
sympathetic with the policies and ef- 
forts of the agency. 

We should keep in mind the fact that, 
as we steadily advance in improving 
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the machinery of administrative jus- yer practicing before administrative 
tice, we cannot afford to overlook the bodies, as general counsel of a major 
human factor. I know of no clearer ex- Federal commission, and as a member 
ression of this truth than the recent of another, have convinced me that no 
statement of the former Chief Justice particular form of administrative pro- 
of the United States in his address on cedure can be counted upon to act as a 
May 2, 1941, to the American Law In- self-executing instrument of adminis- 
stitute. Chief Justice Hughes said: trative justice, and that while we should 
...in every department of administration ¢xert ourselves in the fullest to safe- 
it is the human factor that counts most. The guard the fair hearing required by the 
community looks to our judges for compe- waa ? 
tency, efficiency, and impartiality, without Constitution, we should recognize the 
which codes merely add to an accumulation importance of the “essential judicial 
of legal futilities. .. . The community also ; AE Ape x 
looks to the administrative agencies, which Virtues” in the work of administrative 
are multiplied in response to social needs, judging. And we must take care that 
for competency, efficiency, and impartiality @ 
in their respective spheres. So far as they those judges are left free, under a pro- 
exercise the prerogative of hearing and de- cedure of “appropriate technique and 
ciding controversies under legal authority, Raletece ty eater x 
albeit with their own appropriate technique flexibility,” to apply their integrity and 
and flexibility, they must commend them- ability without undue restraint in the 


selves by exhibiting essential judicial virtues discharge tthe important snakes which 
wo decades of experience with ad- have been committed to them by the 
ministrative procedure, as a law- Congress. 





An Employment Lesson in the Defense Emergency 


74 HIS armament program is going to teach the people 
one thing—that it is possible to have jobs, to earn high 
wages, to produce goods if the demand is there. True, during 
the emergency the demand will be provided in a large part by 
one customer, the government, and the goods this customer will 
be buying are not the kinds we as cwilians can use. But tf 
employment can be provided for production of armaments tt 
can be provided for consumers goods when we no longer need 
to produce armaments. Once the people learn that lesson no 
political party, no government, can long permit widespread un- 
employment to continue. The people are slow to learn but they 
learn well. It may mean continued high levels of government 
expenditures once the emergency is over for such things as 
parks, public buildings, highways, and the like, but employment 
our people will demand and employment they will have.” 
—LEon HENDERSON, 
Administrator, Office of Price Administration 
and Civilian Supply. 
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A preview of what is likely to happen in the 
USA both to commentators and the press— 


if and 


when 


By HERBERT COREY 


, \HIs may be throwing an egg 
squarely into the fan. There can 
be no advance proof that a thing 

which has not yet happened will 

happen. On information and belief, as 
the police say when they cannot find 
the bloodstains on the guilty man, plus 

a quantity of personal conviction, these 

statements will be made. 

If and when M-Day comes, the wire 
and cable and radio communications 
services will be clapped under govern- 
ment control. 

Observe the use of the word “con- 
trol.” The government does not pro- 
pose to attempt the operation of these 
services. By that is meant the practical, 
hard-headed men in the Army and 
Navy, who will be given the job to do, 
whatever that job may be. There are 
bouncing boys in the administration 
who have been seething with the desire 
to get their hands on the wires and 
cables and radios. A kindly way in 
which to refer to these boys is to use 
the newly imported word “ideologists.” 
They have made an immense amount of 
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noise, a good deal of trouble, and know 
a great deal about how to get publicity, 
At the present moment they do not 
seem to be amounting to much. The 
men who will really run things know 
that an attempt to take the operations 
of communications away from their 
managements would be to get into a 
mess deeper than the Atlantic ocean. 

But communications will be con- 
trolled. 

If and when M-Day comes there will 
be a form of civil censorship. This 
will be vigorously denied by everyone 
concerned. It will go far beyond what 
is now described as a “voluntary censor- 
ship,” which is about as voluntary as a 
shotgun wedding. So far as one can 
see now this civilian censorship will 
not be offensive for the good citizen. 
There may be a little listening-in and 
some steaming-open but at the begin- 
ning, at least, it is probable there will 
be a good reason for everything that is 
done. It is a fact, however, that in the 
desperate effort to stir the people into 
a mood of belligerence there has been a 
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disposition shown in some quarters to 
copy what is being done in Europe. 
The attempt to coax the taxpayers into 
digging bombproofs out in the Middle 
West is an instance. What begins as a 
nice, gentle, house-broken civil censor- 
ship may run hogwild if the bouncing 
boys get hold of it. 

That there will be a military censor- 
ship is accepted by everyone without 
question. 


pew you have a dim picture of 
what will happen to communica- 
tions if and when M-Day comes. Gov- 
ernment control, but not a take-over by 
the government. An effective but not 
an offensive censorship. 

M-Day may not come, of course. 
Congress is beginning to get huffy be- 
cause it has been so pushed around. It is 
not likely to make a formal declaration 
of war unless the Axis powers declare 
first. No one thinks they will do any- 
thing of the sort. Not many believe the 
United States will get into a shooting 
war on land. The extraordinarily 
provocative quality of our nonbel- 
ligerence may bring the Navy into the 
war, however. Even if M-Day never 
dawns the situation may be so charged 
with explosives that the government 
would be compelled to take control of 
the communications. 

But it will not take over the wires or 
radio. It isn’t big enough. 

Consider the situation. In Europe 
there are relatively few wires. Not 
many Europeans use the telegraph un- 
less Uncle John actually dies in the 
house. Even in Paris, which used to 
rate itself as the only first division city 
in the world, no American business- 
man telephoned if a taxi could be 
found. The only really rapid communi- 
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cation was by a petit bleu. Really fast 
special delivery radios are absolutely 
controlled by the governments except 
for the few and mostly fictional outlaw 
broadcasters who hop around in 
trucks. Government control and cen- 
sorship is commonplace in consequence. 
Every clerk in a telegraph office is a sort 
of Entered Apprentice censor, and if he 
does not like what he can misunder- 
stand of the message you offer over the 
counter he calls for the Blue Lodge. 
The girls in the telephone centrals lis- 
ten in to the conversations, even to the 
extent of making visiting Americans 
talk in their versions of the prevailing 
language. Hovering over the whole 
are the censors, who are not a bad lot 
of guys—Germans and Italians ex- 
cepted—except that they smell so of 
ink. The censoring job is a simple one. 
It would be merry—one word 
censored—in this country. 


| the first place there were at last 
accounts something like 18,500,000 
telephones in this country. Each month 
there are about 3,000,000,000 local 
calls and almost 80,000,000 toll mes- 


sages. The total investment in the 
telephone industry of this country of 
130,000,000 persons is approximately 
$5,000,000,000, which is almost as 
much as Congress tossed into Her Brit- 
tanic Majesty’s apron under the first 
lend-lease act. (There’s another lend- 
lease act on the way.) The telegraph 
business is not so active, owing to the 
fact that it is easier to talk than it is to 
get the bad news into ten words. Yet 
the wire-telegraph companies handle 
about 200,000,000 messages annually. 
This total has been considerably in- 
creased by the possibility that we may 
draw cards in Europe’s game. In the 
AUG, 28, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


last reported year considerably more 
than 100,000,000 words were handled 
in 4,264,669 cable messages. Radio- 
telegraph carriers added 755,225 mes- 
sages to this total. The land-wire and 
ocean-cable carriers reported 2,435,- 
000 miles of wire and cable, of which 
119,216 were submarine cables. Noth- 
ing need be said about the finances of 
the telegraph companies. The majority 
of the Federal Communications Com- 
mission favors a merger of the two 
major companies, for economy’s sake. 

It would be a sheer impossibility for 
the government to take over the tele- 
phone and telegraph and radio struc- 
ture. It is too big for government. 
Government knows it. 


7" if that M-Day nightmare comes 
true, there must be some form of 
government control. The intent is that 
there shall be no interference with the 
present set-up. When government, by 
which is meant the Army and Navy, 
wishes something done, or wishes that 
some other thing be not done, the heads 
of the wire services will be communi- 
cated with. General orders and policies 
would be issued by and through the 
present managements of the wire-com- 
munications industry and through the 
FCC to the radio companies. To com- 
plete the picture it should be said that 
there are 4 major networks, 900 
broadcasting stations, covering every 
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inch of American territory, and 55,000 
miles of teletype lines on which weather 
reports are made by the Civil Aeronau. 
tics Board for the guidance of ciyi! 
and military air operations. The 
radio and wire communications sery. 
ices of the fire and police departments 
of all American cities will also be in. 
cluded. DCB has issued a special man- 
ual for the instruction of the several 
thousand cities and towns involved. 
DCB is the Defense Communica. 
tions Board. It is the drafting organi- 
zation for the M-Day communications 
plans. It is more or less the duty of all 
good citizens to be critical of all gov- 
ernment groups in times like these, 
rather than to throw soft soap into the 
air at each sight of a uniform. In de- 
fiance of this maxim, however, it may 
be said that DCB has been function- 
ing very well, indeed. It is made up of 
hard-headed and practical men. Chair- 
man James Lawrence Fly of the FCC 
has come in for plenty of criticism for 
the recent ruling of the commission 
that networks must be broken up, and 
has been obliged to give some ground. 
His ability and his knowledge of the 
radio industry are not questioned even 
by those who most vigorously dispute 
his theories. Major General Joseph 
O. Mauborgne is chief signal officer of 
the Army and Rear Admiral Leigh 
Noyes is director of naval communica- 
tions. They are credited with sound 


into a mood of belligerence there has been a disposition 


q “It is a fact... that in the desperate effort to stir the people 


shown in some quarters to copy what is being done in 
Europe. The attempt to coax the taxpayers into digging 
bombproofs out in the Middle West is an insurance. What 
begins as a nice, gentle, house-broken civil censorship may 
run hogwild if the bouncing boys get hold of it.” 
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professional qualifications and great 
common sense. Breckenridge Long is 
Assistant Secretary of State in charge 
of the division of international com- 
munications, which is a job combining 
egg-walking ability with brass knuckles, 
and Herbert E. Gaston was once an 
editor, which would harden any man, 
and is now an assistant secretary of 
the Treasury. The Coast Guard is in 
Mr. Gaston’s department and in the 
last few of Gaston years the CG has 
been given the men and equipment it 
had been starved for. Its extraordi- 
nary competence is not widely enough 
known. 


+ tere functions of the board, as 
stated in President Roosevelt’s 
executive order of November 12, 
1940, are to “determine, codrdinate, 
and prepare plans” for the needs of the 
“armed forces, of other governmental 
agencies, of industry, and of other ci- 
vilian activities for radio, wire, and 
cable communication facilities of all 
kinds, the allocation of such portion or 
such portions of such facilities as may 
be required and; 

“The measures of control, the agen- 
cies to exercise this control, and the 
principles under which such control 
will be exercised over nonmilitary 
communications to meet defense re- 
quirements.” 

That clause would seem to give the 
DCB full power to plan, but not to 
execute. In accordance with the pro- 
cedure President Roosevelt has adopt- 
ed, any plans made will be put into op- 
eration by executive sanction only. Its 
subcommittees are directed to express 
by written report their findings and 
recommendations. Other govern- 
mental agencies, including the existing 
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Interdepartmental Radio Advisory 
Committee, are directed to codperate 
as called on. 

“Reports containing the findings 
and recommendations of the board 
shall be submitted to the President for 
final action through one of his admin- 
istrative assistants.” 

That executive assistant might be 
Lowell Mellett, chief of the Office of 
Government Reports. The OGR is re- 
puted to be a fact-finding organization 
of which the duty is to keep the Presi- 
dent informed on practically every- 
thing. Mr. Mellett has been unofficial- 
ly designated by the press as the Chief 
Government Censor, if and when there 
is such an office. The executive order 
under which the Defense Communica- 
tions Board was created specifically 
directs that it “shall take no cognizance 
of matters pertaining to censorship.” It 
is possible, of course, that the execu- 
tive assistant through whom the DCB’s 
reports will be presented to the Presi- 
dent may ultimately turn out to be 
Colonel William J. (Wild Bill) Dono- 
van, who has recently been given an as 
yet vague authority to collect and cor- 
relate all information on international 
affairs as gathered by the various Fed- 
eral agencies. These include the FBI, 
the Army and Navy Intelligence Serv- 
ices, and the various other fact- 
finders in the departments of the 
government. 


N the time of writing no one se- 
riously believes that a condition 
may arise which would make the cen- 
sorship of communications advisable 
in this country. It is admitted in off- 
the-record conversations that the ad- 
ministration is not at all pleased with 
the lack of unity which admittedly ex- 


AUG, 28, 1941 





PUBLIC UTILITIES FORTNIGHTLY 











Censorship in Europe 


“— girls in the telephone centrals [in Europe] listen in to 

the conversations even to the extent of making visiting 

Americans talk in their versions of the prevailing language. Hover- 

ing over the whole are the censors, who are not a bad lot of guys— 

Germans and Italians excepted—except that they smell so of ink. 
The censoring job is a simple one.” 





ists. In 1917 everyone, broadly speak- 
ing, was whooping to go to war. In 
1941 the indications are that four out 
of five Americans will sell their share 
of any prospective war very cheaply. 
No one doubts that if we do go to war 
the national response will be a loyal 
one, but if there is a lack of enthusiasm 
it is feared that enemies might not be 
impeded by what under other condi- 
tions would be a national watch. The 
clause in the executive order relating to 
the imposition of censorship—by pres- 
idential order—is an evident safe- 
guard against a distant and slight 
possibility. 

Any such order for the censorship 
of communications, even if mild and 
regional, would of necessity be pre- 
ceded by the censorship of the press. 
There are men in the administration 
who would like to bring this about. 
Secretary Ickes of the Interior has been 
carrying on a screaming feud with the 
newspapers for years. Vice President 
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Wallace and Harry Hopkins are typ- 
ical of the group which would like to 
have more control over the press. Sec- 
retaries Stimson and Knox of War 
and Navy have complained of what 
they consider indiscretions. An ex- 
ample of these “indiscretions” is that 
one tab published pictures of the badly 
battered British warship Malaya as she 
steamed through New York harbor in 
broad daylight, under the observation 
of thousands of people. Another 
banged-about British ship made an- 
other American port, and one small 
newspaper told about it, and the Navy 
came down on the editor like wolves. 
He had not even suspected that he had 
told a naval secret, inasmuch as the 
British sailors were all over the place, 
wearing caps with the ship’s name on 
the bands. Since then the newspapers 
have been extremely cautious, although 
editors grumble that they have been 
given no definite instructions as to 
what is and what is not a secret. If 
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they use their own judgment, “and we 
guess wrong, we're in the doghouse.” 


HIs editorial point of view was 

brought out clearly at two meet- 
ings in the National Press Club, at 
which editors and correspondents dis- 
cussed the situation with Lowell Mel- 
lett, chief of OGR, and the heads of 
the War and Navy publicity divisions. 
The government men made it convinc- 
ingly clear that they wish to work in 
harmony and understanding with the 
press, although they had no rules to 
impose. It may be accepted that this 
very effective “voluntary” censorship 
will be continued along the lines which 
proved satisfactory during the first 
World War. It may also be accepted 
that if conditions in this country were 
to show signs of getting out of hand 
the military censorship — to which no 
objection whatever has been suggested 
—would be extended to cover all pub- 
ications. In any event censorship 
would be imposed on wire communica- 
tions in certain regions. 

These regions might include those 
in which troops are now being 
trained. No information of troop 
movements would be permitted. Mes- 
sages between soldiers and _ their 
friends or families which might give 
even a vague hint of impending move- 
ments would be barred. The efficiency 
with which this could be done was dis- 
closed in the recent dispatch of 4,500 
Marines from a southern port on the 
expedition to Iceland. A few persons 
in Washington knew the facts, but 
they were silent. In the southern port 
thousands must have seen the ships sail 
away, but no hint reached the rest of 
the country. Regions in which labor 
troubles or disloyal activities developed 
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would certainly be cut off from com- 
munication in the event of war. The 
Army and Navy would take charge. 
Their specialists have been studying 
the problem carefully, aided by the ex- 
perience gained in the first war. No 
one who has come in contact with them 
will doubt their entire competence. 
Mail communication from military 
centers would be controlled by mili- 
tary censors. It is not likely that any 
effort would be made to censor mails 
elsewhere. The job simply is too big 
to handle at present. 


A PREVIEW of what may be expected 
in the way of civilian censorship 
was afforded by the let-the-boys-go- 
home incident. Almost a million con- 
scripts had been assured that they were 
to be drafted for one year’s service 
only. When the administration tried to 
hold them longer some protested that 
an extension of their draft term would 
be a violation of contract. A good 
many wired their Congressmen. Sena- 
tors Wheeler, Taft, and Nye perhaps 
got the bulk of these telegrams, inas- 
much as they had led the fight to let the 
boys go home. (It should be inter- 
polated that these Senators main- 
tained that the dates of induction into 
service were so staggered that new 
conscripts would be taken into the 
Army in numbers corresponding to 
those discharged, and the Army would 
not be weakened at any time. ) 

The conscripts had not realized that 
“they’re in the Army now.” Their at- 
tempt to influence legislation was a 
clear violation of Army regulations. 
(This regulation only intermittently 
applies to generals.) But news of the 
fact that they had sent the wires seems 
to have leaked out somewhere between 
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the offices of the Senators and the 
point of origin of the wires. No mili- 
tary censorship had been imposed, and 
so far as discoverable the receipt of the 
telegrams had not been disclosed by the 
Senators, but someone told. Maybe 
the men themselves told reporters. It 
should be recalled, however, as a fact 
that may or may not have any bearing 
on this or any other angle of censor- 
ship, that the communications com- 
panies have been under more or less 
constant attack by the administration 
ever since Senator Minton raided the 
files of the telegraph companies. Up to 
that time it had been believed that in 
the United States the secrecy of com- 
munications should be sacredly guard- 
ed. This principle was reaffirmed in 
Congress lately when the legislators re- 
fused to grant the FBI the right to tap 
wires, even with the advance sanction 
of the Department of Justice and in 
cases of the most flagrant crime. To 
complete the record it should be noted 
that when Indiana refused with some 
enthusiasm to reélect Minton, the 
President gave him a lifetime job on 
the Federal bench. 


HE communications companies 
are planning to codperate in every 
possible way with the Army and Navy. 
Cable traffic is to be closely watched, 


e 


of course. This would come inside the 
military censorship bounds, and a con- 
siderable force of Army and Navy off. 
cers are being instructed in the duties 
of censors in wartime. This instruc. 
tion covers a wide field in a thoroughly 
practical way. Agents of the FBI, the 
State Department, and experts on in- 
ternational law and relations address 
these officers when they are assembled 
in classes. It is impossible to say in 
advance the form that treasonable or 
enemy action might take and the men 
must be on the alert. A floor has been 
set aside in a New York building and 
there all censorship of in-and-out for- 
eign communications will be handled. 
The Coordinating Committee of the 
DCB—“‘to plan, codrdinate, maintain 
liaison with the other committees and 
to supervise their work’’—consists of 
representatives of the State, War, and 
Navy departments, the Coast Guard, 
and is chaired by E. K. Jett, chief engi- 
neer of the FCC. The law committee 
is made up of men from the same de- 
partments of the government. Next in 
order is the Labor Advisory Commit- 
tee made up of representatives of the 
AFL, the CIO, and the National 
Federation of Telephone Workers. It 
reports directly to the DCB, but cor- 
sults with the Codrdinating Committee 
and the Industry Advisory committee, 


peans use the telegraph unless Uncle John actually dies in 


q “In Europe there are relatively few wires. Not many Euro- 


the house. Even in Paris, which used to rate itself as the only 


first division city in the world, no American businessman 
telephoned if a taxi could be found. The only really rapid 
communication was by a PETIT BLEU. Really fast special de- 
livery radios are absolutely controlled by the governments 
except for the few and mostly fictional outlaw broadcasters 
who hop around in trucks. 
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which comes fourth in line. Walter S. 
Gifford of the AT&T is chairman of 
the Industry Advisory Committee, Dr. 
C. B. Jolliffe of the RCA is secretary, 
and the committee includes representa- 
tives also of the Globe Wireless, the 
IT&T, Postal Telegraph, Press Wire- 
less, Tropical Radio, U. S. Inde- 
pendent Telephone Association, and 
Western Union. The duties of the 
committee, as might be inferred, are 
to offer advice to the DCB “on all 
problems of general concern to the 
communications companies.” 


bers committees cover amateur 
radio activities, aviation com- 
munications, cables, domestic broad- 
casting, the Office of Civilian Defense, 
interdepartmental radio, international 
broadcasting, radio communications, 
state and municipal facilities, govern- 
ment facilities, and land-line telegraph 
and telephone. The representatives on 
these committees are all practical men 
and between them they probably cover 
all the present knowledge on communi- 
cation by electricity. As outsiders see 
it the defect in the plan lies in the al- 
most infinite prospect for delay and 
confusion before whatever may be de- 
cided on is decided on and put into op- 
eration. Subcommittees of subcommit- 
tees must report, their reports passed 
on, and then passed up to the Coérdi- 
nating Committee which must correlate 
the findings with the findings of other 
subcommittees and then prepare a re- 
port which will then go to the Presi- 
dent for action. That action may be 
indefinitely postponed by the White 
House is shown by the unfortunate re- 
cent conflict between the OPM and the 
Office of Price Administration and 
Civilian Supply. The OPM, with Wil- 
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liam Knudsen and Sidney Hillman as 
coadministrators, had ordered a 20 per 
cent “initial” and tentative cut in the 
output of automobiles, domestic re- 
frigerators, washing machines, etc. 
Leon Henderson, boss of OPACS, 
without consultation with OPM, 
ordered a 50 per cent cut in the same 
articles. In the developments which 
followed it was revealed that an execu- 
tive order clarifying this conflict on 
authority over priorities had been on 
Mr. Roosevelt’s desk for weeks, but he 
had not been able to find time in which 
to study it. 


HE danger that control of com- 

munications may be stoppered up 
in another bottleneck may be more ap- 
parent than real, however. It is on 
the cards that a Coérdinator of Com- 
munications may be named, probably 
within the Army, since all domestic 
communications would be under Army 
control in the event of war. In any 
case the War Department has already 
stated that its Signal Corps can supply 
Army units with information concern- 
ing communications networks, tele- 
phone, telegraph, and radio, in any 
area. This means that if need be all 
outlets can be hooked together under 
single control. The DCB has already 
blueprinted plans for the maximum use 
of radio if war were to come. Official 
communiques would be issued several 
times a day if need be to inform the 
public on the progress of events. An 
agreement has already been entered 
into between international broadcast- 
ing services and the State, War, and 
Navy departments as to the kind of 
news which would be circulated. Plans 
have already been set up for the crea- 
tion of a separate press-radio service in 
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the War Department, in recognition of 
the fact that dissemination of news by 
radio is assuming greater importance. 

Chairman Fly of the FCC has re- 
peatedly insisted that the government 
ownership of radio networks has no 
part in the present plans. The con- 
stantly reappearing fear that this is be- 
ing contemplated probably is due to the 
known attitude of some men in the ad- 
ministration, who have openly sought 
for the control of the utility industry. 
Railroad men are worried for fear gov- 
ernment control of their business may 
be sought under cover of the “defense” 
plans. 

Apart from this possibility it 
appears that plans for the control of 
radio are well in hand, if war should 
really come. Broadcasts will be used to 
whip up popular sentiment, of course; 
broadcasting to Latin America and Eu- 
rope will be strictly controlled, and it 
may be that the short-wave propaganda 
broadcasts now originating in Europe 
will be jammed. These come through 
several hours each day now, but so far 
as inquiry has revealed few hear them, 
and not many are influenced by them. 


They are, in cold fact, hardly worth 
listening to even by the inquisitive, 


es government control of radio in 
time of war will be compelled, if 

only for the reason that some broad- 
casting stations might be beacons for 
enemy aircraft equipped with suitable 
direction-finding apparatus. Editorial 
scrutiny of news broadcasts and enter- 
tainment programs would likewise be 
necessary. The DCB has also made 
plans to circumvent jamming — or it 
hopes it has made plans — injury to 
equipment, and wire and cable cutting, 
Monitoring stations on the watch for 
illegal operations by the “hams”—the 
amateur radioers—have been so suc- 
cessful that it is not believed any bad 
ham could operate more than a few 
hours without detection and capture. 

At the time of writing, then, there 
is good reason to assume that if and 
when M-Day comes, communications 
will be competently handled by calm 
men. 

It might be noted, also, that we have 
a fine natural talent for hysteria when 
war is on. 





The Advantages of the Holding Company 


at history of the development of the utility industry 
clearly shows that the holding companies have been of 
enormous benefit to the people, in the extension of electric serv- 
ice to millions of homes that otherwise would not have it, in 
the lowering of rates and improvement of service, and in the fi- 
nancing of the huge developments that made all these benefits 
possible. One would suppose that, after such abuses as might 
have risen in this great development process had by law been 
eliminated from the holding companies, they would be allowed 
to continue to perform their useful functions in the public 


service.” 


—C. W. KELLoca, 


President, Edison Electric Institute. 
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The Arkansas Valley Authority 


Part II. 


The Proposed Arkansas Valley Authority 


(In Part I of this article the author discussed the importance of rivers 
in the settlement of that region; the exploitation of natural resources, 
including land, as a basic cause for economic decline of the region and 
for the present lack of use and the uncontrollable hazards of these 
rivers; the trial and error methods used during the past two hundred 
years, resulting in a basic scientific approach capable of solving the 
river problems; the scientific plan includes treatment of the entire water- 
shed of the stream, including a system of headwater reservoirs.) 


By H. W. BLALOCK 
FORMER MEMBER, ARKANSAS DEPARTMENT OF PUBLIC UTILITIES 


Congress to create an Arkansas 

Valley Authority. The first pro- 
posal was presented in two identical 
bills introduced on January 10, 1941, 
in the House of Representatives by 
Congressman Clyde T. Ellis of Ar- 
kansas, and in the Senate by Senators 
John E. Miller and Hattie W. Caraway 
of Arkansas. The second proposal is 
similar and is in the nature of a sub- 
stitute for the latter bill. It was pre- 
sented in the Senate on March 17, 1941, 
by Senator E. C. Johnson of Colorado. 
The two proposals seek to achieve the 
same goal, but Mr. Johnson’s proposal 
provides for a different type of admin- 
istration and also seeks to satisfy the 
objections raised by the people in the 
irrigation section of the upper Ar- 
kansas river basin. 


, \HERE are two proposals before 
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First, let us see what the original 
bill provides. It provides for a Federal 
corporation known as the Arkansas 
Valley Authority. The corporation is to 
be directed and controlled by a board 
of three directors appointed by the 
President for terms of nine years. The 
board shall determine all policies, ap- 
point the personnel, subject to civil 
service, fix their responsibilities and 
salaries. All employees shall be respon- 
sible to the board and serve at the dis- 
cretion of the board. The directors 
shall give their entire time to the work 
of the corporation and cannot be di- 
rectly or indirectly financially interested 
in a public utility or in a business that 
may be adversely affected by the suc- 
cess of the corporation. 

The proposed corporation will have 
the power to acquire any property nec- 
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essary for carrying out the work of the 
corporation, but it may not dispose of 
permanent dams, or power plants, fer- 
tilizers, or munition plants. The cor- 
poration has the power to construct 
dams and reservoirs, power houses, 
power structures, transmission lines, 
navigation projects, levees, irrigation 
canals, diversion facilities, ditches, 
laterals, conduits, pipe lines, floodways, 
facilities useful for navigation, flood 
control and reclamation, defense proj- 
ects, and other incidental works to de- 
velop water control on the four rivers 
and to connect the various power in- 
stallations throughout the region.® 


HE proposed corporation will have 

the power to produce, distribute, 
and sell electric power and water pro- 
vided it gives preference and priority to 
states, districts, counties and munici- 
palities, agencies of two or more states, 
and cooperatives. It is given the power 
to cooperate fully with all Federal, 
state, and local agencies now engaged 
in the work related to the activities 
which the corporation is directed to en- 
gage. It is also directed to consult and 
cooperate with field offices and services 
of Federal agencies engaged in similar 
work and may call upon them for in- 
formation relative to their activities. 
It is the duty of such agencies to 
cooperate with the corporation, and the 
corporation is also directed to supply to 
related agencies such information, 
studies, and recommendations as it 
deems necessary and appropriate. 


6The AVA includes the entire drainage 
basins of the Arkansas, Red, St. Francis, and 
White rivers. It will include all of the states of 
Arkansas and Oklahoma and parts of Louis- 
iana, Missouri, Texas, New Mexico, Colorado, 
and Kansas. It will cover a region averaging 
four hundred miles wide, extending from the 
Mississippi river more than one thousand miles 
west to the Rocky mountains. 


The bill provides that the President 
shall, if in his opinion the public in. 
terest, service, or economy so requires, 
direct that the assistance, advice, and 
service of any Federal agency be given 
to the corporation. Any individual who 
may be directed by the President to 
render such assistance shall be and is 
subject thereafter to the orders, rules, 
and regulations of the board. The 
financial affairs of the corporation shall 
be audited by the Comptroller General, 


HE corporation shall not only 

be an action agency but also a 
planning agency. The bill provides that 
the corporation shall, not later than Oc- 
tober 15th of each year, submit to the 
President plans for the construction 
and undertakings during the succeed- 
ing governmental fiscal year, beginning 
July 1st. These plans shall contain the 
projects and activities for promotion 
of navigation, control, and prevention 
of floods, safeguarding of navigable 
waters, reclamation of public lands, 
and such further plans for integrating 
regional developments as the corpora- 
tion finds necessary or appropriate in 
the national public interest for the con- 
servation and prudent husbandry of the 
water, soil, mineral and forest re- 
sources, and the prevention of waste 
caused by droughts, winds, dust storms, 
and soil erosion. The President, after 
a study and an investigation of these 
plans, may approve or disapprove such 
plans or any part of them. The Presi- 
dent then shall refer the plans to Con- 
gress with his recommendations. The 
President may at any time request the 
corporation to submit to him for intro- 
duction to Congress additional plans of 
work of the corporation. Congress, in 
its best judgment, may alter or modify 
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the plans in any way it sees fit and make 
appropriations that are necessary. 

A yardstick for determining the cost 
for electric power is also provided in 
the bill. The bill provides that the 
power sold to states, districts, coun- 
ties, and municipalities, agencies of 
two or more states, and to codperatives 
shall be sold as nearly as possible at 
cost. More about this yardstick later. 


See bill authorizes the corporation 
to sell bonds in an amount not to 
exceed $50,000,000 with which to con- 
struct dams, steam plants, canals, pipe 
lines, conduits, or other facilities to be 
used for the generation or transmis- 
sion of electric power or storage and 
transportation of water for irrigation 
purposes. In addition, there is author- 
ized $50,000,000 in bonds to enable it 
to extend credit to states, counties, mu- 
nicipalities, and cooperatives situated 
within transmission distance from any 
dam where power is generated by the 
corporation. In acquiring, improving, 
and operating electric distribution 
facilities and generating plants, con- 
structing or acquiring transmission 
lines, the purchase and utilization of 
stored water, improving and operating 
existing canals and incidental works, 
and in acquiring any interest therein, 
there is a further authorization of $50,- 


000,000 in bonds which may be sold 
by the corporation to obtain funds with 
which to purchase privately owned elec- 
tric and irrigation properties. These 
bonds are to mature in not more than 
fifty years and to bear interest of not 
more than 34 per cent, and are to be 
unconditionally guaranteed both as to 
interest and principal by the United 
States. 

The bill provides that the President, 
at his discretion, may transfer any and 
all Federal projects connected with the 
development of these streams to the 
corporation. The bill provides that the 
corporation shall pay 5 per cent of the 
gross proceeds derived from the sale of 
power and water by the corporation to 
those states in which the corporation 
carries on its operations, in lieu of taxes 
on property previously subject to state 
taxation. More about this tax matter 
later. 


oo bill also provides that several 
states may enter into agreements 
and compacts to supplement the purpose 
of this bill to carry out on behalf of the 
states appropriate projects, provided 
that no such agreements or compacts 
shall become effective until they have 
been approved by the corporation and 
ratified by the Congress. 

The Arkansas Valley Authority pro- 


e 


son of Colorado provides that the authority shall be a re- 


q “THE Arkansas Valley Authority proposal by Senator John- 


gional agency in the Department of the Interior, under the 
jurisdiction and control of the Secretary of the Interior. It 
provides for a single administrator to be appointed by the 
President and confirmed by the Senate for a term of six 
years. There is also provided an advisory board of five 
members appointed by the President and confirmed by the 


Senate.” 
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posal by Senator Johnson of Colorado 
provides that the authority shall be a 
regional agency in the Department of 
the Interior, under the jurisdiction and 
control of the Secretary of the In- 
terior. It provides for a single admin- 
istrator to be appointed by the Presi- 
dent and confirmed by the Senate for 
a term of six years. There is also pro- 
vided an advisory board of five mem- 
bers appointed by the President and 
confirmed by the Senate. Their terms 
of office are fixed at six years and they 
are to be compensated on a per diem 
basis. One of the members shall be ap- 
pointed from the upper Arkansas river 
basin, one from the lower Arkansas 
river basin, one from the Red river 
basin, one from the White river basin, 
and one from the St. Francis river 
basin. It is provided that this board 
shall meet with the administrator at his 
request and at least once a month to 
consult with the administrator and to 
advise him concerning the policies to be 
followed in the administration of this 
act. This board acts only in an advisory 
capacity. The administrator shall fur- 
nish the board such feasible equipment, 
supplies, office space, clerical, and other 
assistance as may be necessary. The 
administrator shall determine the pol- 
icies and activities of the authority sub- 
ject to the direction and supervision of 
the Secretary of the Interior. 


HE scope of activities and powers 

conferred by this substitute bill 
is in all respects very similar to the 
original bill, with one major exception. 
The Arkansas river is divided now into 
the upper and lower Arkansas river 
basins. The Arkansas river and its trib- 
utaries west of the one hundredth me- 
ridian are declared to be not navigable 
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in fact or in law’ and the authority shall 
have no right or power to make any 
demand or place any burden upon the 
upper Arkansas river basin for the de. 
livery of water for the benefit of the 
lower Arkansas river basin or for any 
other purpose. It declares that the water 
in the upper Arkansas river basin shall 
be useful primarily for domestic, com- 
mercial, and irrigation purposes. Under 
the provisions of the bill, the authority 
cannot interfere with any rights the 
states now have to water in the upper 
Arkansas river basin. It cannot abro- 
gate the rights of the several states to 
enter into agreements or compacts with 
respect to utilization of water or in 
any way affect the activities of the Bu- 
reau of Reclamation in the upper Ar- 
kansas river basin. It provides that the 
courts of the respective states shall 
have jurisdiction to require compliance 
with the provisions of this section with 
respect to waters within their borders 
in the upper Arkansas river basin. 

What are the merits and demerits of 
the two proposals? The Ellis-Miller- 
Caraway proposal provides an author- 
ity very similar to the TVA set-up with 
desirable changes based upon TVA’s 
experience. The Johnson proposal is 
similar to the Bonneville-Grand Coulee 
set-up where a single administrator is 
responsible for the administration of 
the projects under the direction of the 
Secretary of the Interior. 


6 en primary objective of the peo- 
ple of the region is to get the job 
done. It certainly would be unwise, ow- 
ing to the great need of the authority, 
for a controversy to arise over the 


7 The constitutionality of this might be 
questioned in the light of the New River Case, 
United States v. Appalachian Electric Power 
Co. (1940) 311 US 377, 36;-PUR(NS) 129. 
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Uses of “Sour” Natural Gas 


66 PQecENTLY there have been discovered in south 
Arkansas huge deposits—850,000,000,000 
cubic feet—of ‘sour’ natural gas containing hydrogen 
sulphide and carbon dioxide. The by-products obtained 
by removing the hydrogen sulphide and carbon di- 
oxide, combined with other available resources, will 
provide the basis for chemical industries. The very 
cheap natural gas remaining after the removal will be 
ideal for fuel for industry, for steam-electric plants 
producing cheap power, and many other uses.” 





method of administration which would 
result in loss of the authority for the 
region. 

It is the opinion of many people in 
the region, based upon the success of 
TVA, that the TVA plan is most de- 
sirable. It is believed that the TVA plan 
would give more local control over the 
projects and activities of the authority 
which would be beneficial to the region. 
They favor this method because they 
believe in the plan of decentralizing the 
power of the Federal government to the 
region affected by such powers. It is 
also believed that due to the wide scope 
of the activities of the authority the 
combined judgment of three directors, 
solely responsible for the success or 
failure of the corporation, would be 
better than the policy determined by the 
Secretary of the Interior, based upon 
the recommendations of the adminis- 
trator located in the region. This as- 
sumption is based upon the belief that 
the three directors appointed would 
have a broad background and experi- 
ence, wider in scope than the back- 
ground and experience of a single ad- 
ministrator. Consequently, their com- 
bined judgments would be better. The 
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fact that these directors would either 
know or come to know the region 
through daily contacts with the people 
of the region would place them in a 
better position to correlate the policies 
and activities of the authority to the de- 
sires and needs of the people in the re- 
gion than could the Secretary of the 
Interior. 


N the other hand, it may be con- 
tended that an administrator who 
is solely responsible to the Secretary of 
the Interior could operate the author- 
ity in a more businesslike manner than 
could three directors. The basis for this 
assumption is that the placing of the 
authority under the direction of one 
man solely responsible for the work is 
more efficient than delegating the work 
to three members. It is conceivable. 
however, that the loss of time incurred 
by the necessity of waiting for deci- 
sions made in Washington could im- 
pede the work of the authority more 
than if the decisions could be made in 
the authority office by a board of three 
directors. The people of the region 
favor the TVA plan of the Ellis-Miller- 
Caraway bill. 
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The Johnson bill gives preferential 
treatment to the part of the region west 
of the hundredth meridian by preserv- 
ing existing water rights and by pro- 
viding for final decisions in state courts 
in all matters relative to water uses and 
rights. This plan is followed to appease 
the opposition of irrigation interests 
and states’ rights advocates. The funda- 
mental plan of the AVA is to rehabili- 
tate the region by a complete, unitized, 
scientific plan of development based 
upon the principle of the greatest good 
for all. If all of the region sought to 
divide and limit Federal jurisdiction so 
as to preserve and perpetuate the status 
quo, the whole plan of the AVA would 
be nullified before it began. Certainly 
the Federal government would not ab- 
rogate present existing rights if it is in 
the public interest that they be retained. 
The purpose of the AVA is to build 
up the region by working in close co- 
Operation with the people of the region. 


A Start Is Made 
io has already been made to 


correct the destructive forces at 
work. Numerous Federal, state, and 
local agencies are now at work. Federal 
agencies such as the Soil Conservation 
Service, the National Forest Service, 
the Farm Security Administration, the 
U. S. Engineers, the CCC, REA, and 
others ; state and local agencies such as 
soil conservation districts, drainage, 
levee and irrigation districts, colleges 
of agriculture, farm extension service 
and experiment stations, game and fish 
commissions, industrial commissions, 
and many others are all working at the 
problem. 
The work of the U. S. Engineers is 
significant. Under flood-control author- 
ization of Congress they have the fol- 


lowing upstream reservoir projects 
[Table I, page 285] under way. 

This is a comprehensive program of 
dam construction. It will take severa| 
years to complete those under construc- 
tion if Congress makes necessary ap- 
propriations for completion. To com- 
plete the entire program would take 
many more years. These dams are only 
the basic dams and reservoirs needed, 
Other dams, power houses, irrigation 
projects, drainage, channel-clearing 
locks, reforestation and proper conser- 
vation, and land utilization are re- 
quired. It will require twenty-five years 
of carefully planned work at a cost of 
a billion dollars or more to undo the 
waste and regenerate the region. 

The 36 dams would provide 17, 
566,100 acre feet of flood protec 
tion. If one-third of the total cost were 
allocated to flood control, the flood-con- 
trol cost would be $135,398,000, or 
$7.70 per acre. If this program pro- 
vided complete flood control (which is 
unlikely) the direct flood losses of $9,- 
337,000 annually would equal the bare 
cost for flood control in about fifteen 
years. Credits for indirect flood losses 
would shorten the period. 

The region is ready now for a great, 
more comprehensive program, such as 
the AVA contemplates. 


The AVA Storeroom 


id either of the two plans is put into 
effect, what will be in the storeroom 
when AVA takes over ? 

There are approximately 8,000,000 
people in the region, of which about 5,- 
000,000 are rural and 3,000,000 urban. 
Between 1930 and 1940 the total pop- 
ulation increased about 200,000 while 
rural population decreased 75,000. 
During this period Oklahoma lost 118, 
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TABLEI 


UNDER 
CONSTRUCTION 
Estimated 
Cost 

1$89 160,900 

249,420,000 
25,881,000 
5,300,000 
$169,761,900 


Arkansas 
Red 


St. Francis 
TOTAL 


AUTHORIZED 
Estimated 
Cost 
$50,805,000 
5,925,000 
33,033,000 79,000, 8 


$89,763,000 


TOTAL 

Estimated 
Costs 

$201,176,900 
61,815,000 
137,914,000 
1 5,300,000 
$146,681,000 36 $406,205,900 


RECOM MENDED 
Estimated No. 
Cost Dams 
$61,211,000 20 
6,470,000 7 


1[Includes Pensacola dam, Grand (Neosho) river; cost $22,750,000. 
2Includes Lugert-Altus reservoir constructed by Bureau of Reclamation; cost 


$1,130,000. 


000 and Kansas 52,000 in rural popula- 
tion. There are nearly 2,000,000 chil- 
dren under the age of fourteen years in 
the region. The wealth of the region 
in 1930 was approximately $16,000,- 
000,000, or about 4 per cent of the 
total wealth of the United States. The 
cash per capita income of the region is 
very low. The per capita income of 
Arkansas was $245, compared with 
$536 average for the nation. All of the 
other seven states are low in per capita 
income. The region constitutes 10 per 
cent of the total area of the United 
States. The value of manufactured 
products in 1939 was about $1,000,- 
000,000 out of a total of $56,000,000,- 
000 for the United States or nearly 2 
per cent of the United States total. 
There are approximately 1,000,000 
kilowatts of electric generating capac- 
ity in the region, of which about 700,- 
000 kilowatts are steam, 100,000 kilo- 
watts hydro, and 200,000 kilowatts in- 
ternal combustion. This electric capac- 
ity generates about 3,000,000,000 kilo- 
watt hours each year, or about 2.5 per 
centof the total of the United States. In 
1939 about 65,000 farms were served 
with electricity in the region, or about 
11 per cent of the farms, compared 
with 28 per cent for the United States. 
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les Federal government has spent 
about $650,000,000 for emer- 
gency relief through the WPA, FERA, 
FSA, CCC, PWA, NYA, public roads, 
and all other relief agencies from April 
8, 1935, to December 31, 1940. There 
were about 160,000 persons on public 
emergency relief work in March, 1940, 
according to the 1940 census, which 
was less than the relief agencies’ figures 
showed. There were over 200,000 seek- 
ing work at the same date. 

There are still many millions of 
acres of good agricultural land in the 
region, particularly in the flood plains 
and in the irrigated regions. Many 
millions of other fertile acres could be 
brought into cultivation by additional 
irrigation, drainage, and flood-control 
works. Agriculture plays and will con- 
tinue to play a dominant part in the eco- 
nomic life of the region. It continues to 
produce much of the nation’s wheat, 
corn, cotton, rice, sugar, fruits, dairy 
products, hay and other forage crops, 
cattle, hogs, sheep, chickens, timber, 
and timber products. 

The region abounds in mineral re- 
sources. It contains a large part of the 
nation’s oil, natural gas, and coal which 
are basic fuels for industry ; it contains 
all of the world’s supply of helium, 95 
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per cent of the domestic supply of baux- 
ite from which aluminum is made; it 
contains large supplies of lead, zinc, 
cinnabar (mercury), commercial clays, 
gypsum, salt, barite, glass sands, silica, 
marble, phosphate, limestone, manga- 
nese, antimony, lignite, chalk, granite, 
silver, gold, diamonds, and many 
others. 


ener there have been discov- 
ered in south Arkansas huge de- 
posits—850,000,000,000 cubic feet— 
of “sour” natural gas containing hydro- 
gen sulphide and carbon dioxide. The 
by-products obtained by removing the 
hydrogen sulphide and carbon dioxide, 
combined with other available re- 
sources, will provide the basis for chem- 
ical industries. The very cheap natural 
gas remaining after the removal will be 
ideal for fuel for industry, for steam- 
electric plants producing cheap power, 
and many other uses. There are abun- 
dant mineral resources for all the in- 
dustrial development necessary for a 
completely balanced economy in the re- 
gion to sustain a population many times 
that of the present at a higher stand- 
ard of living than exists now. 

The great supply of cheap fuel in the 
region makes possible a coordinated 
program of steam and hydroelectric 
generating plants, which if developed 


would make possible an abundance of 
cheap power. Cheap power and cheap 
fuel are basic needs to develop the other 
resources of any region. No region has 
greater possibilities for cheap power 
than this one. 

The private utilities cannot develop 
the many water-power sites with cheap 
power as a result. They would have to 
charge all of the investment to power, 
whereas the Federal government can 
logically charge part of the investment 
to flood control, navigation, conserva- 
tion, recreation, irrigation, and power, 
The cost of money to private companies 
would be much higher than to the gov- 
ernment. Furthermore, the private 
companies could not coordinate the 
many interrelated interests in water- 
power projects. As a result of these 
factors, the cost of power is materially 
reduced to the government. The con- 
struction of steam plants in the cheap 
fuel areas by the government would 
firm up the low load factor power at 
many of the hydroelectric plants. The 
over-all result would be cheap power 
for the industrial program of the re- 
gion. 

Balanced agriculture and industry 
would forever put an end to the 
“Grapes of Wrath” people and increase 
the wealth and income of the region 
many fold. 


In Part IIT which follows in the next issue of the FortNIGHTLY, the author concludes 
with the discussion of the power situation; results to private utilities m 
the region; the question of states’ rights and Colorado’s objec- 
tions to AVA; the tax question; and the AVA yardstick. 





66 I FEAR the aftermath of war. A post-war period is far more threaten- 

ing and dangerous to this democracy than any foreign military or 
naval force. When we enter the conflict we would become at that mo- 
ment a regimented nation. We as individuals would be subordinated to 
one person—the commander-in-chief—and to one objective, the waging 
of war. From such a state democracy could hardly be restored.” 
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—Burton K. WHEELER, 
U. S. Senator from Montana. 
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Power Pioneering on the Pacific 


READ with much interest the three articles 
by Royden Stewart, “Bringing Power to 
the Farm,” which appeared in Pusiic UTILI- 
ties FoRTNIGHTLY, beginning with the May 8, 
194] issue, In the first article on power pioneer- 
ing I noticed that there were no references to 
the early agricultural installations on what is 
now the Pacific Gas and Electric Company sys- 
tem, or to the pioneering efforts of our com- 
pany. It occurred to me that you might like to 
have some information regarding the same. 

California was favorably situated in that the 
foothills of the Sierra Nevada mountains had 
been threaded with ditches and flumes by the 
early placer miners, and the region provided 
numerous locations for hydroelectric plants. 
The first such plant of the present PG&E 
system was built on the American river near 
Folsom in 1895, 

Even before these early hydro plants, the 
first central electric station in the world was 
the steam-electric plant placed in operation in 
September, 1879, in San Francisco. This cen- 
tral electric station in San Francisco antedated 
the New York Pearl street station by three 
years. This was the first central station in that 
it was the first from which electric light was 
offered for general distribution. Electric lights 
had been used before this time in factories, 
mills, and other places where power was avail- 
able, but this was the first station erected for 
the distribution of electric light throughout a 
city. The station was equipped with two Brush 
dynamos for supplying arc lights to its cus- 
tomers. After the incandescent lamp was de- 
veloped, that type of lighting was furnished. ... 

The first farm pumping installations oc- 
curred in 1898 on what is now the PG&E sys- 
tem. One of the installations in 1898 was when 
the transmission line from the Folsom hydro 
plant to the city of Sacramento was tapped to 
supply service for a farm pumping plant at 
May! ews, near Sacramento. The installation 
consisted of two electric motors and transform- 
ers which replaced gas engines. When it was 
Proposed to tap the line to serve this farm 
there was doubt expressed as to the practic- 
ability of taking energy from the transmission 
lines running between the generating and re- 
celving stations for the reason that it might 
not be possible to control the current. How- 
ever, the installation was made successfully. 
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Also in 1898, a farmer near Yuba City was 
persuaded that a small electric motor would 
be more efficient than a gas engine. The town 
of Marysville (Yuba City adjoins it) was sup- 
plied over an 18-mile transmission line from a 
hydro plant in Browns valley. The power com- 
pany built a line, two miles in length, from 
Marysville to serve this farm with electric 
lights and for irrigation and other purposes. 
A 5-horsepower motor was installed on a 
line shaft which ran a raisin stemmer, cider 
press, force pump to force water into an ele- 
vated tank for domestic use or to furnish power 
for two walking beams, each of which oper- 
ated two plunger pumps, each in a shallow 
well, for irrigation of 25 acres of nursery stock. 
Service was connected on April 28, 1898. 

In 1899 at Lindsay in the San Joaquin val- 
ley, A. G. Wishon made several agricul- 
tural pumping installations. He wanted to sell 
electricity on a horsepower-year basis but the 
farmers wanted to pay only when they used it. 
Mr. Wishon went to San Francisco and bor- 
rowed $25,000 and invested the entire amount 
in motors and transformers. He went back to 
Lindsay and offered the first man he met his 
motors and transformers on the basis of noth- 
ing down and 6 per cent interest, the principal 
payable one-fifth annually. Within two days he 
had sold all of his motors and transformers 
and had accomplished what he had set out to 
do ; that is, to obtain needed customers. 

Lines were extended into the adjacent area 
to serve additional farms. 

The company was also a pioneer in calling at- 
tention to the use of electricity in farming op- 
erations. To draw the attention of the farming 
population to the availability of electric power 
for farm purposes the company constructed 
a traveling exhibit in the form of a railroad 
car supplied by the Northern Electric and run 
over its lines. Its interior was fitted up with 
working models of electric motors and pumps 
and other devices for the use of electricity 
on the farm. This demonstration car traveled 
altogether upwards of 500 miles and entertained 
6,000 persons. 

The Pacific Gas and Electric Company was 
awarded the Thomas W. Martin Rural Elec- 
trification Award for 1939 at the Edison Elec- 
tric Institute convention in 1940... 

—W. G. VINCENT, 
Vice President and Executive Engineer, 
Pacific Gas and Electric Company. 
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Wire and Wireless 
Communication 


ENTIMENT in Congress is reported to 

be increasing for some form of stat- 

utory reorganization of the FCC. Al- 

ready two bills on the subject have been 

introduced in the Senate and House, re- 
spectively. 

The Senate measure, introduced by 
Republican Senator White of Maine, 
would split the FCC into two divisions 
of three members each. One division, to 
be known as the “division of private 
communications,” would exercise regula- 
tory authority over telephone, telegraph, 
cable, and point-to-point commercial 
radio. The other section, to be known as 
the “division of public communications,” 
would exercise jurisdiction over radio 
broadcasting. 

The commission as a whole would only 
act upon certain matters of a general na- 
ture which could not be classified as 
either radio broadcasting or common car- 
rier communications matters. Such gen- 
eral matters would include the making 
of procedural rules, the allocation of fre- 
quencies as between the various radio 
services, the qualification and licensing 
of amateur operators, the selection of 
commission personnel, and so forth. But 
within its own field the 3-member divi- 
sion would exercise exclusive jurisdic- 
tion. There would be no review of its 
determinations by the commission en 
banc. 

Senator White’s bill would have the 
FCC chairman operate merely as a liai- 
son officer—not a member of either divi- 
sion. The chairman would vote or act 
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upon only those matters which would be 
considered by the commission en banc. 
Explaining this provision, which is ap- 
parently designed to deémphasize the 
position of the chairman, Senator White 
stated : 


Experience has amply demonstrated that 
the chairman cannot be expected to devote 
the time and attention necessary to the 
proper handling and disposition of these 
matters and also efficiently to discharge the 
many other duties which are unavoidably his 
under the act. As to these other duties, an 
attempt has also been made to clarify the 
status of the chairman and to make him— 
and him only—the official spokesman and 
representative of the commission in certain 
important respects. 


PEAKING of his proposal to divorce 

the regulation of common carrier 
communications from radio broadcast- 
ing, Senator White stated : 


When the present [Communications] Act 
was before the Congress in 1934 the bill 
passed by the Senate provided for a manda- 
tory separation of the commission into divi- 
sions as is now proposed, but this plan was 
later abandoned and the present commission 
has been operating under a law which per- 
mitted but did not require it to organize it- 
self into divisions. For the last two or three 
years the division plan has been entirely 
abandoned, and it seems certain that such 
abandonment has operated to the detriment 
of orderly procedure. 

We believe students of our legislation are 
thoroughly convinced of the wisdom of the 
mandatory division plan for at least two im- 
portant reasons. They recognize that there 
are fundamental differences in the two 
classes of communications above referred to; 
that rate making and public utility concepts 
are the very essence of private communica- 
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WIRE AND WIRELESS COMMUNICATION 


tions but have little, if any, application to 
communications with the public directly; 
that there has been a tendency upon the part 
of the commission to confuse the two and to 
apply the same concepts and philosophies in 
the regulation of the two. This must be 
avoided. : 

In the second, place, it is apparent that the 
subject of public or mass communications 
and the problem incident to the regulation 
thereof are so interesting and attractive that 
they draw public attention; that on the other 
hand there is very little of news value or op- 
portunity for publicity in the regulation of 
common carriers ; and that this had the result 
of centering the attention of the commission 
and its personnel almost exclusively on 
broadcasting and related problems and of 
preventing the giving of sufficient attention 
to equally important problems relating to 
private communications. 

The changes proposed in these two sec- 
tions would bring about a much needed and 
desired separation of the judicial and legis- 
lative functions of the commission; would 
contribute to a sounder knowledge on the 
part of the commissioners of the communica- 
tion problems committed to them; would 
make for orderly procedure and harmony 
of decision; and would speed up the disposi- 
tion of cases before the commission and the 
divisions thereof. 


The bill in the lower house to reor- 
ganize the FCC was introduced by Rep- 
resentative Sanders, Democrat of Louis- 
jana. It is quite similar to that introduced 
by Senator White—the difference being 
that Representative Sanders’ bill would 
provide for a study and report on certain 
controversial phases of radio regulation, 
whereas the White bill would proceed to 
legislate upon these controversial items 
forthwith. 


oTH Senator White and Representa- 
tive Sanders, however, are ap- 
parently in agreement that Congress, not 
the FCC, should decide questions of basic 
policy in the field of communications reg- 
ulation. To this end the White bill, in 
addition to divorcing regulation of com- 
mon carriers from radio broadcasting, 
would prohibit the FCC from interfering 
with the character of radio program ma- 
terial and the so-called “business phases” 
of the broadcasting industry. 

This would apparently eliminate the 
Power of the commission to take such 
drastic steps as were indicated in its re- 
cent orders curbing radio networks, and 
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its pending inquiry into press-radio rela- 
tionships. 

The White bill would further liberal- 
ize appellate procedure and the oppor- 
tunities of parties to be heard before the 
FCC. It would regulate, equalize, and 
identify broadcasts dealing with political 
or controversial questions, and it would 
clarify a number of other controversial 
sections of the present Communications 
Act. No early action was expected on 
either the White bill or the Sanders bill. 
However, it will be recalled that the Sen- 
ate Interstate Commerce Committee has 
pending a resolution introduced by Sen- 
ator White to investigate radio regula- 
tion under the FCC. It is unofficially re- 
ported that the chairman of the Senate 
Interstate Commerce Committee, Senator 
Wheeler, Democrat of Montana, is favor- 
ably disposed towards such an inquiry 
and will name a subcommittee very 
shortly. 

Washington speculation was to the ef- 
fect that such a subcommittee, in making 
its report, might either recommend the 
adoption of the White bill or write some 
similar bill of its own. The House Com- 
mittee on Interstate and Foreign Com- 
merce, to which the Sanders bill was re- 
ferred, would probably wait further 
developments in the upper chamber. 


* * WK * 


HE chief signal officer of the Army, 

Major General Joseph O. Mau- 
borgne, who is also a member of the De- 
fense Communications Board, will retire 
from the Army September 30th. Briga- 
dier General Dawson Olmstead, com- 
mandant of the Signal Corps School at 
Fort Monmouth, New Jersey, has been 
designated acting chief signal officer dur- 
ing the absence of General Mauborgne. 
Brigadier General George L. Van Deu- 
sen, commandant of the Fort Monmouth 
Signal Corps Replacement Center, will 
become commandant of the Fort Mon- 
mouth school during General Olmstead’s 
service in Washington. 

It is rumored that General Mauborgne, 
after his retirement from active Army 
duty, will be called upon by defense au- 
thorities in Washington to participate in 
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an important role in communications 
preparedness for national defense. 


* * * * 


UBLIC utilities are becoming modern 

Paul Reveres. Three forms of utility 
service in the average household are ca- 
pable of acting as warning devices in 
time of air-raid alarms and for other pur- 
poses. This has been demonstrated by 
experiences in war-torn Europe and by 
recent demonstrations here in America. 
The telephone, of course, is the obvious 
means of letting the population know 
quickly when something is wrong. It is 
especially valuable for outlying areas 
where homes are beyond earshot of si- 
rens and other central alarm systems em- 
ployed within city districts. Code ring- 
ing can give “alerts” and “all-clear” sig- 
nals without even answering the phone. 
But not every household has a telephone 
—especially in Europe. 

For this reason there have been ex- 
periments in Sweden with sending a spe- 
cial electric impulse along the electric 
wires that would set off an alarm re- 
ceiver designed to operate when the 
warning “surge” of current comes over 
the wires. This use of electric wiring does 
not interfere with the regular service or 
cause any harm to regular electric ap- 
pliances. 

Recently, at the LaGuardia airport in 
New York city, David Sarnoff, president 
of RCA, introduced a device known as 
the RCA alert receiver, that turns on 
automatically when it receives a special 
inaudible signal from a broadcasting sta- 
tion, rings a bell to summon listeners, and 
then shuts off when an all-clear signal is 
flashed. The alert receiver is about the 
size of a portable radio set and can be 
incorporated into standard broadcast re- 
ceivers or television sets so as to make 
them responsive to the robot signal. 


* * * 


HE Washington Department of 
Public Service is planning to appeal 
to the state supreme court from a recent 
lower court decision rejecting the depart- 
ment’s $1,000,000 telephone rate reduc- 
tion order. Over a year ago the Pacific 
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Telephone & Telegraph Company prp. 
posed to increase intrastate toll and ey. 
change rates. The commission, after ; 
statewide rate investigation, not only 
denied the proposed increase but ordere( 
a net reduction in the company’s revenue 
by approximately $780,940. This net te. 
duction was arrived at by allowing an in. 
crease in toll rates of $272,563 and at the 
same time ordering a cut in exchang 
rates of $1,053,533. 

In its decision handed down on Jul 
19, 1941, the Washington Superior Court 
ordered the Washington department t 
permit an increase in rates calculated ti 
yield a return of approximately 6 per cent 
on an adjusted rate base. The commis 
sion had allowed a return of only 5.5 per 
cent on a more restricted rate base. The 
court ruled that accruals for pension 
funds and “reserve fees” paid by the 
company to its parent, the American 
Telephone and Telegraph Company, 
should have been included in the rate 
base. Failure to recognize reproduction 
cost less depreciation in determining the 
value of the company’s property was also 
held to be an error. 


* * * * 


ATION-WIDE plans to use standard 
broadcasting stations for air-raid 
warnings and other messages, com 
muniques, and announcements in the 
event of military emergency were out- 
lined on August 8th by the Defense Con- 
munications Board through James Law- 
rence Fly, chairman of the DCB and oi 
the FCC. 

The chairman emphasized that broad- 
casting would remain in private hands 
and that all utilization of broadcast facil 
ties would be on a cooperative basis ex- 
cept for possible areas of actual combat. 
The defense studies have been made in 
considerable part by the industry itself. 

Also announced were protective safe- 
guards designed to insure continuous op- 
eration of broadcasting stations under 
emergency conditions. The DCB found 
the broadcasting structure well adapted 
to air-raid warning and similar uses, but 
noted certain remedial shortcomings 
still to be overcome. 
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Present plans, now under joint consid- 
eration by the DCB and the Office of 
Civilian Defense, were reported to be 
concerned with ways of linking broad- 
cast stations to local civilian defense 
centers for instantaneous receipt of local 
and regional warnings, announcements, 
etc. In addition, a potential nation-wide 
supernetwork is available for messages 
of national scope. 

Current reports to the DCB indicated 
that of approximately 880 standard 
broadcast stations in operation, nearly 
500 are already connected to the potential 
supernetwork carried on telephone lines. 
An additional 132 have studios in cities 
now served by the supernetwork, so that 
only local links need be secured ; and 240 
are located along the lines of the super- 
network and so can be tapped in. Only 
12 stations in the country are located 
away from the regular program lines; 
and these can be hooked in for emergency 
announcements, etc., by means of ordi- 
nary telephone interconnections. Thus 
substantially every broadcasting station 
in the country can be promptly utilized 
for military or civilian defense message 
broadcasts. The program transmission 
network is also available for instanta- 
neous warnings to a particular station 
that it is in danger of becoming a beacon 
for enemy aircraft. 

DCB surveys indicate that even with 
every station in the country tied in for 
emergency broadcasts, certain rural 
areas would be without reliable reception, 
especially during daylight hours and dur- 
ing summer months in the southern 
states. 

Various plans for providing reliable 
broadcast service to such areas were 
said to be under consideration. The 
DCB noted that all urban areas are ade- 
quately covered for emergency defense 
communications, and that few towns 
with a population of more than 25,000 
are without local broadcasting stations. 


* * * x 


y | ‘ue Federal Communications Com- 


mission on August 5th proposed 


that no firm be permitted to own more 
than one standard broadcast station serv- 
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ing a single territory. The commission 
called for oral argument on the proposal 
on October 6th. It invited all interested 
persons to file briefs. 

Officials said they did not know how 
many stations would be affected. They 
interpreted the proposal as requiring the 
disposal of stations in all cases where 
more than one is controlled by the same 
interests in any locality. 

The commission expressed the opin- 
ion that public interest, convenience, and 
necessity “may be served by prohibiting 
such multiple operation.” The commis- 
sion already limits ownership of fre- 
quency modulation stations to one in a 
locality, with a limit of six stations re- 
gardless of location. 


*x* * #K Xx 


F apace ban on the use of inter- 
national wireless telephone service 
by anyone unable to prove his message 
was on official government business was 
recently reported to be among additional 
national security measures under consid- 
eration in high quarters. Such a ban 
would force all international traffic either 
to illicit radio transmitters, easily tracked 
down with modern equipment already 
in use, or to the commercial wireless and 
cable companies, on which the U. S. 
Navy seeks legislative authority to apply 
a censorship on all incoming and out- 
going messages. 

Navy censorship on the cable and wire- 
less companies would be relatively use- 
less without some control over the inter- 
national wireless telephone system, and 
the ban on the use of the telephone ap- 
parently is being considered as the final 
segment in a defense move to give the 
government complete surveillance over 
communications going in and out of the 
country. 

Freshness of bits of military informa- 
tion, as the Army and Navy have pointed 
out repeatedly, is the all-important ele- 
ment in espionage work, and government 
control of all rapid communications fa- 
cilities would force foreign agents here 
to use much slower and devious methods 
of transmitting any information they 
might obtain. 
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FPC Power Program Might 
Bankrupt Utilities 


i its March, 1941, estimate of electric 
power requirements and supply, the 
FPC stated that “even on the basis of 
the unrevised December estimates of 
1942 demand, it now appears that the 
5,751,615 kilowatts of new capacity 
scheduled for operation in 1941 and 
1942 will fall some 570,000 kilowatts 
short of meeting the expected demands 
in certain areas. This deficiency is likely 
to rise to 1,400,000 kilowatts as a result 
of expansion of the defense program 
since those estimates were prepared.” 
The commission criticized some of the 
statistics sent in by the utilities, indicat- 
ing. that the figures for “assured capac- 
ity” were now being padded by assign- 
ing higher capacity values to existing fa- 
cilities, or decreasing necessary operat- 
ing reserves. 

The present United States electric ca- 
pacity is estimated at about 43,000,000 
kilowatts, to which the utilities have al- 
ready committed themselves to expan- 
sion plans which (plus government hydro 
plants) will add the following capacity: 

Apr. 1, 1941-Dec. 31, 1942 .... 5,751,615 kw. 

Year 1943 


Year 1944 
Year 1945 


7,362,615 kw. 


The commission urged that immediate 
orders be placed for additional equip- 
ment since two to three years are re- 
quired to complete manufacture and in- 
stallation of generating facilities—per- 
haps even longer under defense condi- 
tions. 

The implication of the commission’s re- 
port was that the private utilities should 


and 
Comment 


By OWEN ELY 


increase their expansion program. Hov- 
ever, it became apparent that various 
government agencies were quite ready to 
do the job if the utilities showed any hesi- 
tation. In fact, considerable rivalry has 
been reported behind the scenes in Wash- 
ington for the post of “power dictator,” 
(See page 298.) 

The President is using every means 
to revive his pet power project, the $300, 
000,000 St. Lawrence seaway, as a last 
device throwing it into the Rivers and 
Harbors “pork barrel” bill. Almost all 
the New Deal agencies are trying to get 
a finger in the power pie. Aside from 
purely public power schemes, however, 
the FPC plan is the most ambitious pro- 
gram, completely dwarfing the St. Law- 
rence. 


I“ his report to the President dated 
July 16th, Chairman Olds stated: 

This plan is today based on the necessity 

of preparing for defense expenditures 

which, by 1943, will be running at $3,000- 

000,000 per month. Translated into power, 

this means a defense load of approximately 

20,000,000 kilowatts, of which 11,000,000 

kilowatts is assumed to represent displace- 

ment of normal loads. 

The FPC wishes to make. immediate 
plans for five years’ capacity production 
of commercial generator units, with f- 
nancial commitments handled through an 
RFC subsidiary (in codperation with 
FPC) to assure such output. Both pub- 
lic and private utility agencies would 
place their orders through RFC, either 
for direct purchase or “lease purchase. 
The construction program would include 
2,500,000 kilowatts in steam plants and 
1,000,000 kilowatts in hydro plants per 
annum, the latter to be built and owned 
by government agencies under control o! 
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The present private and public power 
program for 1941-42 agrees fairly well 
with the FPC program of adding about 
3,500,000 kilowatts per annum; hence, 
the FPC would apparently take over the 
expansion program about the middle of 
1943 and continue through 1946. Under 
these combined programs United States 
dectric capacity would be increased 
nearly one-half by 1946, to around 62,- 
500,000 kilowatts. 

The accompanying logarithmic chart 
compares the actual output of electricity 
since 1902 with maximum possible out- 
put and with an index of industrial pro- 
duction. (Census figures are used for 
1902, 1912, and 1917, these years being 
connected by trend lines ; beginning 1920 
the annual FPC figures are charted.) 
“Maximum possible output” means total 
capacity multiplied by 8,760, the number 
of hours in a year, representing the total 
billions of kilowatt hours which could be 
obtained if all plants were operated con- 
tinuously. (Such operation would, of 
course, be impracticable, and the figures 
are merely used for statistical purposes 


to reflect the over-all margin above ac- 
tual output.) 

In 1902-12 actual output was only 
about one-quarter of maximum possible 
production ; in 1917 the ratio changed to 
about one-third; and, with some varia- 
tions due to changes in construction 
policy, this ratio continued to apply 
through 1939. In 1940, however, indus- 
trial activity went to new high levels and 
many plants began running overtime 
shifts which helped to distribute the load 
—reducing peak load in relation to aver- 
age demand for power. Thus in March, 
1941, average United States use was 
about 40 per cent, and the “sum of non- 
coincident peaks” about 62 per cent, of 
maximum kilowatt capacity. The only 
serious “bottleneck” at present is in spe- 
cial areas such as TVA territory, 
where huge aluminum demands on hydro 
plants have coincided with a drought and 
other adverse conditions. This situation 
is being alleviated by greater intercon- 
nection with northern systems. 

While Mr. Olds’ figures are not very 
detailed, he evidently assumes that 
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the ratio of output to maximum pos- 
sible power can be further increased to 
58 per cent by 1946, which seems a rea- 
sonable assumption, considering that 
many factories will be operating almost 
continuously. The principal trouble with 
Mr. Olds’ plan, as we see it, is the as- 
sumption that the supply of current must 
increase some 90 per cent in the five years 
ending 1946—on top of the present war- 
time increase of 28 per cent ; that such an 
increase will be necessary to provide 
power for a $36,000,000,000 annual de- 
fense program. 

In the chart we have tried to extend 
the FRB business index through 1946 
in the same approximate relation to elec- 
tric output (as envisaged by the FPC) 
which it previously exhibited, and thus 
reach the amazing figure of 388 for the 
index (now at 162). Such results call for 
careful statistical analysis. 


N our opinion a $36,000,000,000 de- 
fense program can be fitted into a 
$100,000,000,000 national income by the 
proper use of priorities, drastic reduction 


of heavy consumers’ goods, etc. The 
$100,000,000,000 level would conform 
approximately to the 200 level for the 
FRB index as foreseen by Leon Hender- 
son. The defense program has already 
passed the $1,000,000,000-a-month level ; 
of the necessary $2,000,000,000 more, 
probably half should be taken care of by 
proration and curtailment. On this basis, 
therefore, the index should gain about as 
much again as it did in the year 1941— 
which method again works out at about a 
200 top. It is likely that strikes, car short- 
ages, raw material difficulties, and other 
bottlenecks, constantly recurring in new 
quarters, will tend to keep the index from 
advancing much above that level; and 
some doubt remains in the writer’s mind 
whether we will even attain the 200 level 
in the present cycle unless there is a 
radical change in administration labor 
policies. 

Accordingly, even if the maximum de- 
fense effort continues through 1946, the 
business index seems likely to level off 
around 200 and continue to fluctuate 
around that figure. Correspondingly, we 
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think that electric. output could also } 
stabilized around 190,000,000 kiloway 
hours per annum—31 per cent over lay 
year’s level—and still take care of the 
$36,000,000,000 annual defense pp. 
gram. Many readjustments in the presen 
load can easily be made if and whe 
needed, such as increased daylight saving 
(used in England), curtailment of dis. 


play lighting, etc. 
A indicated in the chart, electric 
power output gained rapidly 
compared with the rate of industrial pro. 
duction during the first three decades of 
the century ; but since 1930 it has shown 
a fairly steady relationship to industrial 
activity except that in very bad years like 
1932 and 1938 the stabilizing factor of 
residential consumption tended to bolster 
the electric output. At the present time 
there is about the same relation between 
output and business activity as in the 
period 1935-37. It would seem unneces- 
sary to change this relationship except 
for temporary or “bottleneck” needs, 
particularly as much defense work is 
done on an overtime basis, which reduces 
the average peak load, Moreover, resi- 
dential load will increase at a much small- 
er rate than the industrial load during 
the war period. 

We have, therefore, extended the esti- 
mates for 1941-46 in the accompanying 
chart as two diverging lines (in each of 
the three factors )—the upper line in each 
case reflecting our interpretation of the 
FPC plan, and the lower our own esti- 
mate of what is required to handle the 
defense program. On the revised basis 
(the lower dotted lines) it seems only 
necessary to round out the utilities’ pres- 
ent program through the year 1943—pro- 
viding about 2,350,000 more kilowatts 
capacity in that year or in 1944 than 1s 
already contracted for. 

There are grave dangers under the 
FPC program of overbuilding our elec- 
tric capacity. It may take our peace-time 
activity a decade or so to catch up with 
the FPC estimate of defense needs. And 
unless the government directly foots the 
bill as a war cost, the utilities may be 
financially crippled for years to come 
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after the war. If the government does 
foot the bill, it will have such a large 
stake in the utility plant as a whole that 
government ownership of all utilities 
would be an inevitable post-war tempta- 
tion. 

Mr. Hoover has been criticized for his 
program of combating the last big de- 
pression, when he persuaded the utilities 
to add 2,500,000 kilowatts’ capacity in 
1930 and 1,300,000 in 1931; by so doing 
he not only discounted the needs of fu- 
ture years, but “wasted his ammunition” 
on the depression too soon. During the 
ensuing five years capacity increased at 
an average annual rate of only 240,000 
kilowatts. 


F there is no need for utility build- 
I ing, an important section of our 
construction industry would be dor- 
mant after the end of the war. This in- 
dustry is our balance wheel against de- 
pression. Of course, we do not want to 
handicap the defense effort, but never- 
theless some thought must also be given 
to post-war problems. Why not wait an- 
other year before committing the utilities 
to this gigantic financial program? There 
will still be plenty of time then to con- 
tract for 1944 deliveries, and the world 
situation may have clarified in the mean- 
time, 

That the defense needs cannot be 
definitely forecast for more than two and 
a half years ahead should be quite clear 
to anyone who has followed the rapidly 
shifting program of the past year, as well 
as the present tempo of European events. 
It would seem good judgment to round 
out the 1943 program, from the 1,146,000 
scheduled production to the 1941-42 an- 
nual rate of 3,000,000, bringing the total 
to 51,500,000 kilowatts. There can also 
be no objection, of course, to FPC paper 
plans, similar to the theoretical war plans 
of the General Staff, to meet all contin- 
gencies ; but a program of financial com- 
mitments beyond 1943 seems extremely 
hazardous to the utility industry, which 
eventually must bear the greatest part of 
the burden, even though the RFC re- 
mains a lenient lender. 

Chairman Olds has apparently esti- 
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mated the cost of his proposed 1943-46 
program at $2,350,000—this is the fig- 
ure publicized in Time, for example. 
The figure may sound almost negligible 
compared with the vast sums to be spent 
for national defense, but it represents 
only part of the total cost of the utility 
program. 

In the past decade the cost of steam and 
hydro stations averaged only about one- 
third of the total cost of construction. On 
this basis the total sum—including sub- 
stations, transmission, distribution, etc. 
—might amount to $1,400,000,000 a 
year, or $5,600,000,000 for the 4-year 
period 1943-46. Moreover, it seems 
somewhat doubtful whether generous al- 
lowance has been made for rising prices 
and wages. Also, this 4-year program 
comes on top of a similar 2-year program 
by the utilities themselves covering 1941- 
42. 

The construction budget for this 
year (excluding government hydro proj- 
ects) is about $731,000,000 and doubtless 
will be much larger next year, though it 
is always difficult to estimate kilowatt 
construction costs in view of the wide 
variations from year to year. 

Thus the total war-time construction 
budget for 1941-46 might well exceed 
$8,000,000,000 of which the government 
might spend about $1,000,000,000. Of 
the remaining $7,000,000,000 only about 
$2,400,000,000 could probably be pro- 
vided by the utilities from depreciation 
and earnings,* leaving $4,600,000,000 to 
be obtained from investors or the RFC. 

Considering the present position 
of the industry, it seems unlikely 
that the private industry’s share of this 
could be raised from junior capital— 
most of it would be added to funded debt 
despite the fact that the SEC is already 
criticizing the industry for having an ex- 
cessive debt structure. To carry out the 
program would involve as much as 50 
per cent increase in the funded debt of 
the utilities, thus risking the danger of 
bankruptcies in any severe ensuing de- 


*In the past five years expenditures from 
depreciation and earnings have averaged 
about $400,000,000. (See FortnicHtLy, May 
8th, p. 613.) 
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pression. This is not the whole story. In- 
terest rates will probably soon be rising— 
in fact, Leon Henderson favors a rise as 
one means of fighting inflation. While the 
RFC may be helpful, nevertheless the in- 
terest burden, with rising money rates, 
might prove extremely onerous. In other 
words, the utilities’ present declining 
earnings trend would be further accel- 
erated, and whatever current hopes might 
exist for junior financing would become 
still more remote—possibly putting the 
utilities in the same class with the rail- 
roads, in a downward spiral of reorgan- 
izations, unless state commissions came 
to the rescue with substantial rate in- 
creases. 


¥ 


American Power & Light 
Accedes to SEC Views 


ie order to avoid difficulties under the 
proposed SEC rule which would end 
interest payments by an operating utility 
to its holding company, Florida Power & 
Light on June 1st cleared up its large 
dividend arrears on the first preferred 
stock. However, this did not satisfy the 
SEC which, on July 10th, called a hear- 
ing for September 15th to determine 
whether the Florida subsidiary should 
revise its property account, and whether 
American Power should not give up its 
present holdings of bonds and first and 
second preferred stocks, with some read- 
justment of its common equity. 

On August 8th American Power & 
Light announced that it was prepared to 
deliver its holdings of senior Florida 
Power & Light securities for cancella- 
tion, as suggested by the commission, 
thereby decreasing the latter’s capitaliza- 
tion from $93,000,000 to $70,000,000. 
They also proposed a refunding program 


Presen 
Millions 


for Florida whereby the publicly hel 
$52,000,000 5 per cent bonds and 142. 
667 shares of $7 preferred stock might 
be retired through proceeds of sale of 
$70,000,000 new bonds, serial notes, and 
preferred stock. 

American Power & Light requested 
postponement of the SEC hearings until 
September 15th or later, Since the SEC 
has already made a rather careful his. 
torical study of the Florida Company’; 
accounts, the principal questions for de. 
cision would seem to be the amount of 
the required write-off in the property ac. 
count, the stated value to be assigned to 
the new common stock, the number of 
shares to be held by American Power, 
etc. Judging from the expeditious han- 
dling of the similar Commonwealth & 
Southern-Georgia Power Case some 
months ago, there seems to be no reason 
for protracted delay in clearing up this 
troublesome section of the Electric Bond 
and Share picture. 

It is barely possible, however, that the 
SEC might raise some difficulties regard- 
ing future payments of common divi- 
dends by the Florida Company to Amer- 
can Power, which would naturally hope 
to receive such dividends as a substitute 
for the present interest and preferred 
dividends. Two possible reasons might 
arise for such an embargo: (1) an ex- 
cessive funded debt ratio to total capital 
or to net property account, and (2) in- 
adequacy of depreciation charges. 


a its press release of July 11th re 
garding the calling of hearings (page 
3), the SEC stated: 


The aforementioned securities and proj- 
erties received by Florida were placed on 
its books at the sum of $64,523,013. This 
sum was $33,885,993 in excess of the cost 
thereof to American and Bond and Share. 


& 


t Capitalization 
% of Total 
81.5% 


Proposed Capitalization 
Millions % of Total 


$52.0 57.3% 
14.3 15.7 
27.0 est. 





D—deficit. 
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24.5 est. 
$90.8 100.0% 
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The plant and investment accounts of Flor- 
ida were thereby inflated by the amount of 
such excess... . It appears that additional 
inflation in amounts of approximately $2,- 
180,000 in 1926 and $4,000,000 in 1932 has 
been introduced into plant and investments 
in connection with acquisitions and addi- 
tions, with the result that the total of such 
inflation at December 31, 1940, apparently 
equaled at least $40,065,993. 


On page 6 the SEC presented a table 
of the capital structure as of December 
31, 1940, after adjusting for a write-off 
of $40,063,993. Two columns are here 
added to show the possible new set-up un- 
der the proposed changes agreed to by 
American Power & Light (page 296). 

The commission also pointed out (page 
6) that the company’s reserve for de- 
preciation as of December 31, 1940, 
amounted to only $4,977,558, which fig- 
ure was $21,490,691 less than the reserve 
would have been had the company ac- 
crued an amount equal to the sums al- 
lowed or claimed for depreciation in 
Federal income tax returns. If the SEC 
should insist on a further adjustment be- 
ing made to set up such an increased re- 
serve, this would produce the following 
result based on the new capitalization: 

Millions % of Total 

Funded debt 75.0% 


Preferred stock . 20.7 
Common stock & surplus 3.0 4.3 


$69.3 100.0% 

7 write down the net property ac- 

count of the Florida properties from 
approximately $131,000,000 to $61,000,- 
000 ($40,000,000 for so-called inflation 
and $21,000,000 for increased deprecia- 
tion reserves) would seem much too 
severe. It is likely that the SEC and the 
company will work out a compromise fig- 
ure. However, even if the amount is 
limited to the “inflationary” item of $40,- 
000,000, the reduced funded debt will 
still constitute over 57 per cent of total 
capitalization as compared with the com- 
mission’s ideal figure of 50 per cent. It 
remains possible, but not probable, that 
the commission might order the company 
to apply all future earnings to surplus, 
declaring no common dividends until 
such time as surplus was increased suffi- 
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ciently to reduce the funded debt pro- 
portion to 50 per cent. 

As regards the current ratio of de- 
preciation and maintenance to gross rev- 
enues : For the year ended June 30, 1941, 
retirements (depreciation) amounted to 
11.8 per cent of gross. The amount of 
maintenance expense was not reported. 
No figure for maintenance is available 
for the year 1940 but in 1939 mainte- 
nance was 5.6 per cent of revenues and 
depreciation 9.8 per cent, making a total 
of 15.4 per cent. This seems to conform 
to the minimum standard of the SEC, 
although it has never indicated a defi- 
nite percentage. 

However, a difficulty may arise from 
the fact that the company has been claim- 
ing very large depreciation charges in its 
tax reports to the Treasury Department. 
In 1939, 17.47 per cent of revenues was 
claimed, compared with the 9.97 per cent 
in the report to stockholders. At one time 
it was rumored that the SEC would com- 
pel the utilities to report to stockholders 
on the same basis as in the Federal re- 
turn. Obviously, this would raise consid- 
erable difficulties with net earnings in the 
case of Florida. However, 17.47 per cent 
is considerably higher than the general 
average in practice among utility com- 
panies; a few years ago 10 per cent was 
considered reasonable ; at present around 
12-13 per cent. Hence this difficulty 
could probably be compromised between 
the commission and the company, with 
perhaps a moderate increase over the 
present 11.8 per cent depreciation charge. 

Summarizing, American Power & 
Light has made such important conces- 
sions to the SEC viewpoint that the lat- 
ter may, for the present at least, be con- 
tent to overlook or to compromise the re- 
maining difficulties regarding capital 
structure, depreciation, etc., in the case 
of Florida Power & Light. In any event 
continued difficulties in obtaining income 
from Florida might be solved by Ameri- 
can Power’s offering the new common 
stock in exchange for its own preferred 
stock, which would automatically end the 
holding company status and permit 
Florida to pay common dividends with- 
out seeking SEC permission. 
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What Others Think 


Does the Nation Need a 
“Power Czar’’? 


s the month of August wore on, it 
became increasingly clear to Wash- 
ington observers that much of the earlier 
discussion about a national power “czar” 
would have little basis in fact. The rea- 
son: The coalition between the Office of 
Production Management and the Feder- 
al Power Commission over the coodrdina- 
tion of the nation’s electric supply with 
the national defense program. 

Prior to this coalition, there had 
loomed a 3-way fight between OPM, 
FPC, and Secretary of Interior Ickes to 
seize administrative control over the na- 
tion’s power reserves. 

Secretary of Interior Ickes had been 
suspected of planning to become “na- 
tional power czar” through presidential 
proclamation. But whether papers had 
ever been prepared to that effect, the 
fact remains that while FPC and Secre- 
tary Ickes were still trying to jockey each 
other out of position, OPM’s able and 
aggressive young power consultant, J. A. 
Krug, jumped into the driver’s seat. 

It later developed that, thanks to some 
collaboration with FPC, he will probably 
stay there; although those who know 
Secretary of Interior Ickes say the latter 
will not give up, without a struggle, his 
determination to have a voice in the con- 
trol of the national power reserves. 


oEs this mean that Mr. Krug will be 

the new “czar”? Hardly. The com- 
bination of OPM and FPC is a logical 
one. It will be the FPC’s task to plan 
for the future development and utiliza- 
tion of power reserves. It will be OPM’s 
responsibility to carry out its priority ra- 
tioning of scarce materials so as to weave 
such planning for the power industry into 
the national defense pattern to the extent 
that it can be accomplished. Thus, it 
would seem that the OPM-FPC strategy 
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will amount to a division of the responsi- 
bility along reasonable lines, rather than 
a concentration of control under a single 
head (as would have been the case if Sec- 
retary Ickes had obtained control). 

There has been much _back-of-the- 
scenes gossip concerning this recent 
maneuvering. Rumor has it that TVA’s 
Lilienthal (who has looked with sus- 
picion for some time on Secretary Ickes’ 
ambitions in the field of power adminis- 
tration) was the common denominator 
which brought together FPC Chairman 
Olds and OPM’s Krug—the latter a 
former TVA engineer, well known to 
Lilienthal. 

Be that as it may, Mr. Krug proceeded 
to consolidate OPM’s position by hay- 
ing OPM create a special agency to 
handle all defense-power problems. This 
is headed by Mr. Krug. 

The FPC had already taken decisive 
action to head off the necessity for ap- 
pointing any “power czar” by recom- 
mending an ambitious 5-year plan for 
government ordering and allocation of 
capacity generator production. Doubt- 
less, this FPC plan will undergo some 
modifications under OPM-FPC admin- 
istration in actual practice. 


M* Krug’s staff will include repre- 
sentatives of private industry, as 
well as those of government power agen- 
cies. Specifically, private utility men are 
Philip Sporn of American Gas and Elec- 


tric, J. Moore of Electric Bond and 
Share, E. W. Morehouse of Associated 
Gas and Electric, K. M. Irwin and Con- 
stantine Bary of Philadelphia Electric, 
John C. Parker of Consolidated Edison 
Company, and Fred Schaff of Superheat- 
er Company. The two last-named offi- 
cials will handle priority matters, both of 
raw materials for operations and of get- 
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WHAT OTHERS THINK 


erator capacity to meet defense require- 
ments. 

The FPC will tie into the new OPM 
agency through the assignment of three 
FPC staff members to codrdinate the ac- 
tivities of FPC and the work of Mr. 
Krug’s agency. These include the FPC 
general counsel, William S. Youngman ; 
Walter E. Caine, rate expert; and 
George H. Buck, defense engineering. 

Because of some fear on the part of 
the private industry that the original 
FPC “5-year” plan would be used as a 
yehicle for promoting public ownership, 
the first reaction of the electric industry 
to the new OPM-FPC combination was 
one of suspicious caution. They preferred 
the domination—if there had to be dom- 
ination—of the FPC as the lesser of two 
evils, in view of the more forthright rad- 
ical antiutility tendencies heretofore ex- 
hibited by Secretary of Interior Ickes. 

More recently, however, there has 
been increasing disposition to accept at 
its face value Mr. Krug’s statement that 
he is principally concerned with getting 
the job done. In other words, Mr. Krug 
is being represented as preferring to deal 
realistically with the electric power situa- 
tion through a combination of existing 
organizations, meaning a partnership 
between public and private power and a 
cessation of the drawn-out quarrel be- 
tween the two interests. 

Electrical World, trade publication of 
the electric industry, editorially stated in 
part : 


The industry should accept this move as 
constructive, for it takes power planning, 
for the time being at least, out of the hands 
of Mr. Ickes, who has wanted to be the czar 
of the power industry. Furthermore, the new 
power unit head is adding to his staff some 
of the best forecast analysts in the power 
industry. This in itself is an assurance that 
any planning for future power expansion will 
be based upon estimating procedures that 
have long been recognized by the power in- 
dustry as sound. 

The announcement ... by FPC of an 
expansion program through 1946, though de- 
tailed by station and units, is to be taken 
more as an indication of the possible scope 
of the program for added capacity than ac- 
tual installations to be ordered. It has been 
felt for some time that action should be 
taken to prevent any diminution of land tur- 


bine manufacturing capacity. The encroach- 
ment that is feared is, of course, the Navy. 
Less mental disturbance on the part of FPC 
and the manufacturers, it seems to us, might 
have resulted had the Navy and FPC jointly 
arrived at an allocation of factory space be- 
tween water and land units. 

Although the shock of seeing what ap- 
peared to be an outright usurpation of man- 
agement duties was strong, it should have 
been realized that it is impossible for mortals, 
at least, to forecast for 1945 and 1946 the 
size and location of units, the load for which 
has not yet been conceived. 

This is recognized in the new OPM power 
unit, which has started to evaluate future 
power requirements regionally. Even FPC, 
which is codperating with OPM, is cognizant 
of this situation for it has announced its in- 
tention of discussing these future require- 
ments with each of the companies involved. 


N editorial in the Engineering News- 
Record showed more caution, 
especially about the FPC plan: 


Today citizens are asked to put the needs 
of defense ahead of their personal or group 
welfare. Under such circumstances, the ad- 
ministration and its agencies should be most 
careful to avoid even the appearance of us- 
ing national defense to advance their pet hob- 
bies. Yet the Federal Power Commission has 
no such compunction. It takes all the ad- 
ministration’s pet water-power projects, sup- 
plements them with a very plausible looking 
list of steam stations to be built by private 
electric utilities, wraps them in the flag, and 
presents them as necessary to national de- 
fense. 

If J. A. Krug, the newly appointed OPM 
Codrdinator of Defense Power, will only 
strip the flag off this package when it arrives 
on his desk he will be putting deeds behind 
his appeal to the electric utilities to push old 
controversies into the background. Certainly, 
by asking the utilities to accept its vast pro- 
gram of public power development as a 
patriotic duty, the Federal Power Commis- 
sion has pushed the oldest controversy— 
public versus private power development— 
right up into the foreground. 


The FPC’s plan is to increase the na- 
tion’s generating capacity by one-third or 
some 13,400,000 kilowatts. Based on the 
assumption that defense expenditures by 
1943 will be running at the annual rate 
of $36,000,000,000, necessitating a 30 per 
cent reduction in present civilian power 
consumption, the program would bring 
in 2,500,000 kilowatts of new steam and 
1,000,000 of new hydroelectric capacity 
each year from 1943 through 1946. Since 
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private and public construction already 
scheduled will add about 8,000,000 new 
kilowatts in the next three years, the 
FPC plan would raise capacity by the 
end of 1946 to around 63,000,000 kilo- 
watts—more than double that of 1929. 


HE detailed schedule for the roughly 
$2,000,000,000 project lists 111 pro- 
posed steam plants scattered throughout 
the country and 73 hydroelectric genera- 
tors requiring 55 new dams. The St. 
Lawrence area is included for a 900,000- 
kilowatt unit, making the gigantic seaway 
project look by comparison like a drop 
in the bucket hardly worth arguing about. 
The report urges that orders be placed 
immediately so that equipment manufac- 
turers may operate at capacity from now 
on and suggests that responsibility for 
placing and financing the orders be as- 
sumed by an RFC-financed government 
agency. Private utilities would have an 
opportunity to make commitments direct- 
ly or on a lend-purchase basis for any 
unit planned for their respective systems. 
Commenting on the significance of this 
plan, the magazine, Newsweek, stated: 
Actually the utilities are now adding capac- 
ity at the same annual rate suggested by the 
FPC report but, as prudent management dic- 
tates, aren’t looking much more than two 
years ahead. The FPC is promoting its 
sweeping plan as a way to help them reach 
farther into the future and, incidentally, ease 
the path for the St. Lawrence project. Re- 
luctant to expend capital on the basis of hy- 
pothetical regional demands five years from 
now, utility men, however, are faced with this 
dilemma: Hanging back would increase gov- 
ernment competition while acceptance of 
Federal aid might lead to even tighter regu- 
lation. Asa result the industry, as the Presi- 
dent predicted . . ., probably. will undertake 
much of the expansion itself and worry about 
excess capacity when the time comes. 


uT there is another phase of the 
FPC’s program which is causing 
concern in a different quarter—the state 
utility commissions. Best evidence of 
this is the replies to a telegram sent by 
The Wall Street Journal to 45 state util- 
ity commissions. Twenty-four of these 
commissions responded, and their replies 
were published in The Wall Street 
Journal of July 24th. 


The Journal’s telegram asked the state 
commissions to comment on the folloy. 
ing: 

_ The proposed power expansion Program 
just submitted to President Roosevelt by the 
Federal Power Commission gives that Fed. 
eral agency full control over the future ey. 
pansion of the electric power and light ip. 
dustry. Do you believe that new authority 
would be an invasion of the prerogatives oj 
state regulatory authorities? 


Ten of the state commissions simply 
acknowledged receipt of the telegram, 
but declined to volunteer comment, either 
because of lack of regulatory jurisdiction 
in their states or on the ground that the 
information on the subject was too in. 
complete to warrant a definite statement 
(Alabama, Florida, Kentucky, Maryland, 
Minnesota, Nebraska, New Jersey, New 
Mexico, Pennsylvania, and Washing. 
ton). 

The majority of those state commis. 
sions, which did respond to the Journals 
question on its merits, indicated consid- 
erable disturbance over the possibility of 
encroachment of state regulatory powers 
by the FPC. The two most critical state. 
ments came from the respective chairmen 
of the Georgia and North Dakota con- 
missions—whose names, by coincidence, 
both happen to be “McDonald.” 

Walter R. McDonald of the Georgia 
board said that he was “definitely of the 
opinion that the proposed power expan- 
sion program submitted to the President 
by the Federal Power Commission . .. 
would be an invasion of states’ rights and 
a serious infringement on state commis- 
sion jurisdiction.” S. S. McDonald of 
North Dakota said that his commission 
was “absolutely 100 per cent opposed to 
proposed power extension of the Federal 
Power Commission. New authority 
would be an invasion of the prerogative 
of state regulatory authorities and we att 
unanimously opposed to it.” 


O* the side of those who expressed 
no fear of FPC encroachment and 
indicated a generally favorable attitude 
toward the Federal board’s expansion 
program, were only two spokesmen for 
state commissions—Leon Jourolmon, 
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Courtesy, Nation’s Business 


“BY HEAVEN, THIS IS DRAMATIC. YOU KNOW IT!” 


on behalf of the Tennessee commission 
was considerable for a telegram. It fol- 
lows: 


Jr., acting head of the Tennessee com- 
mission, and Nelson Lee Smith, chairman 
of the New Hampshire commission. 


Chairman John D. Biggs of the Illinois 
commission stated, somewhat cautiously, 
on the basis of available information, 
that the FPC program would not neces- 
sarily take away any powers from the 
Illinois commission. ““We assume,” said 
Chairman Biggs, “that the recommenda- 
tions for additional generating capacity 
will be subject to discussion as to location 
and necessity.” He also expressed the 
hope that the FPC and the Illinois com- 
mission would be able to reach an under- 
standing through codperation on any dif- 
ference of opinion. 

Commissioner Jourolmon’s response 
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The United States is now committed to an 
all-out effort to overcome the dangers of 
world domination by the Axis power. It is 
useless to undertake such an effort if a few 
utility magnates are going to hamstring the 
production of essential war materials by nig- 
gardly and lethargic expansion plans. If 
utility companies are going to raise the hue 
and cry of invasion of state regulatory pre- 
rogatives as a specious excuse for resisting 
the emergency proposals of the Federal 
Power Commission, this will amount in ef- 
fect to aid to the Axis military policy of 
dividing and encircling. Through such a 
policy the nation’s power production facilities 
would be split up into forty-eight weak sec- 
tors incapable of effective and united action. 
The Federal Power Commission is seeking no 
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new authority not already expressly given it 

by Congress six years ago. Section 202 (c) 

of the Federal Power Act provides: “Dur- 

ing the continuance of any war in which the 

United States is engaged, or whenever the 

commission determines that an emergency 

exists by reason of a sudden increase in the 
demand for electric energy, or a shortage of 
electric energy or of facilities for the gen- 
eration or transmission of electric energy, 

., the commission shall have authority 

. to require by order such temporary 

connections of facilities and such genera- 
tion, delivery, interchange, or transmission 
of electric energy as in its judgment will 
best meet the emergency and serve the 
public interest.” So long as this nation re- 
mains united as one Federal union, such a 
provision will be necessary in any war-time 
or emergency period. State regulatory au- 
thorities were not constituted for the pur- 
pose of waging war or coping with national 
emergencies, although they can use their pre- 
rogatives in order to assist greatly our 
country in any such time of crisis. The 
Federal Power Commission is earnestly and 
irresistibly going about the business of in- 
suring this nation’s industry of adequate 
supplies of electric energy in order to meet 
the increased requirements of the present 
period of emergency. This does not invade 
the prerogatives of this commission or of 
anybody except the masters of Nazi- 
dominated Europe. 

The endorsement by Chairman Smith 
of New Hampshire was somewhat more 
restrained. He said: 

On basis information thus far available 
see no danger of invasion of prerogatives of 
state regulatory authorities in Federal Power 
Commission proposal re expansion power 
facilities. In any event believe needs of na- 
tional defense paramount and petty quibbling 
over jurisdictional issue dangerous in present 
emergency. 


N addition to replies from Georgia and 
North Dakota already mentioned, 
nine other state boards expressed either 
outright or qualified opposition to the 
idea of extending FPC jurisdiction to 
cover future expansion in the electric in- 
dustry: Arizona, Arkansas, California, 
Colorado, Montana, Ohio, Oregon, Vir- 
ginia, and Wisconsin. Thus, by way of 
summary of The Wall Street Journal’s 
telegraphic symposium, the score would 
seem to be 11 to 3 in favor of the oppo- 
sition. 
Chairman George McConnaughey of 
the Ohio commission ventured an alterna- 


tive suggestion to the effect that the 
OPM, rather than the FPC, should be 
given the responsibility for requiring 
more power for defense. He stated: 


It is perfectly apparent new authority sug. 
gested by Federal Power Commission would 
invade regulatory rights of states, byt 
what is more important it takes away from 
private companies proper managerial judg. 
ment which if hampered would delay de. 
fense program most seriously. United States 
War and Navy departments and Office of 
Production Management should be given au- 
thority to require of power companies needed 
increase in generation and steam plant capac- 
ity. 

Ormond R. Bean, the commissioner 
of public utilities for Oregon, stressed 
the need for codperation between the 
Federal government and the states, 
rather than centralized control. He said: 


Our effert has always been toward full co- 
Operation with that and other Federal agen- 
cies in long-range planning. We believe that 
any move giving an outside agency exclu- 
sive authority over development of the vast 
power resources of this state and future ex- 
pansion of the industry would be a serious 
invasion and would relegate state control to 
a secondary position. Oregon’s enviable po- 
sition both as to present generating capacity 
and exceedingly low rates available state- 
wide offer no excuse for superseding state 
authority. We favor long-time planning but 
feel that states are vital units of this planning 
and that we are ignored and forced to ac- 
cept decisions which should have local con- 
sideration. We hope Congress will recog- 
nize the importance of state control of local 
problems and not permit state regulation to 
be destroyed. 


A similar thought was expressed by 
Chairman Ben E. Carter of the Arkansas 
commission: 


Believe it unwise as a matter of policy to 
try to run all the business of the country 
from Washington. Federal Power Commis- 
sion has been very cooperative and helpful 
but this country is too big and its various 
interests are too diverse and too conflicting 
for any one commission to be able to regulate 
wisely the entire power industry. It 1s not 
a question of invading the prerogatives of 
the state regulatory authorities, but ol 
whether this country can continue to exist 
if we are all forced into the same mould 
except in matters where uniformity is abso- 
lutely necessary and do not know that this 
necessity exists in the power industry. 


Codperation between regulatory au- 
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WHAT OTHERS THINK 


thority and the power industry is 
another angle of the situation requiring 
careful consideration, according to C. C. 
Baker, president of the California com- 
mission. He stated: 


There is no power deficiency in California. 
This is due to far-sighted planning policy 
involving close codperation between state 
and Federal agencies, together with execu- 
tives of distribution systems. The Federal 
“full control” proposal would undoubtedly 
precipitate complications involving delays, 
duplications, waste, etc., and be far less ef- 
fective towards attainment of desired ob- 
jective. A continuation of present policy 
would insure adequate power supply and 
service under increasing demands with min- 
imum of confusion as to regulatory prac- 
tices. In my opinion the proposed extension 
of Federal agency authority would consti- 
tute an “invasion of the prerogatives of 
state regulatory authorities” and that exer- 
cise of the proposed Federal “full control” 
would tend to defeat the declared purposes 
thereof. 


More general expressions of opposi- 
tion came from still other state commis- 
sions. The Arizona commission pointed 
out that “any legislation which would de- 
prive states of exclusive and unlimited 
power to regulate and control intrastate 
operations of utilities, including expan- 


sion and development, would be fraught 
with dangers and would, therefore, be 
prejudicial to the public welfare.” Henry 
S. Sherman, chairman of the Colorado 
commission, said that he did not “be- 
lieve Federal Power Commission should 
have sole control over future expansion 
of electric power and light. State regu- 
lation should be preserved.” 

Chairman Thomas W. Ozlin of the 
Virginia commission said that “clearly it 
[the FPC program] is an invasion and 
so far as Virginia is concerned wholly un- 
necessary and cannot be justified as serv- 
ing any public interest.” Chairman Peter- 
son of the Wisconsin board stated his 
belief that on the basis of incomplete 
information the proposal would seem to 
be a “serious invasion of state regulatory 
authority.” 

Chairman Austin B. Middleton of the 
Montana commission pointed out that 
the FPC program would not invade Mon- 
tana regulatory authority as presently en- 
acted, but he added that there “might be 
an invasion of states’ rights unless some 
reservation is made for state control over 
local expansion if state desires to exer- 
cise such power.” 





What Constitutes 


HE small city of Tupelo, Mississippi, 

(population, 6,361) has been assid- 
uously plugged during the past few years 
as the user of a great deal of electric 
power for its size. Yet it takes about as 
much electricity to make aluminum for 
a modern bomber as it does to supply 
Tupelo with current for an entire week. 
To make the steel for a 10,000-ton cruiser 
takes enough current to heat up all the 
electric irons in the United States. 

These are the striking comparisons 
made in an article on the adequacy of 
power supply, which appears in the cur- 
rent (August) issue of Fortune maga- 
zine. The article states: 


Modern war demands more of everything 
than did the last war, but it has concentrated 
its pressures on light metals for planes and 


a Power Shortage? 


steel alloys for armor plate and guns, which 
can be made only with enormous quantities 
of electricity. Defense activities are using 
30,000,000,000 to 40,000,000,000 kilowatt 
hours this year, 50,000,000,000 to 60,000,000,- 
000 next year, and maybe 80,000,000,000 in 
1943. Germany may have some 200,000,000,- 
000 kilowatt hours at her disposal, of which 
the bulk is presumably used for military pro- 
duction. When the United States reaches a 
war effort that involves spending some $36,- 
000,000,000 a year, that effort alone may 
demand around 100,000,000,000 kilowatt 
hours. Since the United States produced only 
145,000,000,000 kilowatt hours last year, 
manifestly the power industry is in for a 
vast expansion or civilian use is in for a 
vast curtailment. 


Checking over the general production 
and consumption situation in the United 
States with respect to electric power, the 
Fortune article points out that the aver- 


303 AUG. 28, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


age electric plant in the United States, 
during the past ten years, has used only 
some 2,850 production hours out of a 
maximum possible capacity of 8,760 
hours per year. This is because of the 
unavoidable peaks and valleys in the 
routine function of generation and ne- 
cessity for providing adequate reserves. 
During 1941, this average utilization 
will probably rise to a little over 3,900 
hours. According to the FPC, the best 
we can do in 1942, God granting plenty 
of water, is a little over 4,100 hours, or 
approximately 45 per cent of maximum 
capacity. Even this can be done only by 
extensive 3-shift operations of industry 
and by straining the reserve capacity. 


N terms of actual production, there- 
fore, the FPC estimates that this year 
American utilities, both public and pri- 
vate, will produce about 170,000,000,000 
kilowatt hours; in 1942, some 195,000,- 
000,000 kilowatt hours. But these are op- 
timistic estimates; and in view of the 
drought, affecting the hydro plants which 
produce one-third of the nation’s supply, 
it is possible that 1941 will witness the 
actual production of only 165,000,000,- 
000 kilowatt hours and 1942 about 180,- 
000,000,000 kilowatt hours. Because of 
the time lag (at least two years) between 
beginning of construction and operation 
of a power plant, it is doubtful if the 
addition of new capacity (beyond antici- 
pated expansion already committed) 
would improve the picture to any ex- 
tent. 

How well do these figures meet the de- 
mand? The Fortune article presents both 
sides of the story: 

The FPC regards the outlook as menac- 
ing if not exactly perilous, but its views are 
not shared by utility spokesmen at the Edi- 
son Electric Institute. This organization 
holds that power production could exceed 
government estimates considerably, points 
out that some utility properties with heavy 
defense loads are operating at over 6,000 
kilowatt hours per kilowatt. Referring to 
practical flexibility not appearing in the sta- 
tistics, it maintains that generators can be 
run at higher than rated capacity during 
the peak, that all reserves can be drawn upon, 
that more factories could and should be 
operated at night and over week-ends, when 
demand is low. This would involve chang- 
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ing the sleeping habits of some workers, and 
civilians might not have enough power for 
their colored electric-light bulbs and their 
vacuum cleaners in the short days before 
Christmas, the institute observes with 
irony, but it would allow production of a; 
high as 5,800 kilowatt hours per kilowatt of 
capacity, or more than 265,000,000,000 kilo. 
watt hours. (FPC experts claim there are 
practical barriers to this even under rigid 
totalitarian control.) 


So much for over-all figures, which 
are necessarily misleading. 

They are misleading because we do 
not use power on a national average basis, 
The mere fact that the situation is bet- 
ter than average in many areas would 
make it necessarily worse than average 
in some other sections. The recent power 
shortage in the Southeast, made acute 
by the spring drought, is a fair example 
of an aggravated local shortage which 
was not felt in most other sections of 
the country. There is the shortage in 
the Niagara Falls-Buffalo area, brought 
on by a sudden demand for power by 
more than a score of companies engaged 
in defense work. 


C= tight situations are bound to 
show up in other areas before the 
year is out. The article continues: 


Studying defense contracts and OPM’s 
plant-location program, the Federal Power 
Commission has made tentative predictions 
of areas that will be short of capacity to meet 
the 1941 and 1942 peaks. It figures that the 
upstate New York area should have 348,000 
kilowatts more capacity to handle 1942 
needs. The Philadelphia-New Jersey area 
needs 217,000 kilowatts more this year, and 
the Pittsburgh area needs 194,000 kilowatts 
in 1942. Other areas where it predicts de- 
ficiencies are in Ohio, northern Illinois, 
West Virginia, Baltimore-Washington, and 
of course the Southeast and Pacific North- 
west, where large-scale aluminum produc- 
tion is scheduled. All together, the predicted 
area deficiencies aggregate 1,900,000 kilo- 
watts in both 1941 and 1942. To be sure, 
those may never show up as actual short- 
ages. Additional generating capacity will 
not be available in time, but many deficien- 
cies may be forestalled by drawing upon re- 
serves and by operating above rated capac- 
ity. Many may never come to pass because 
the OPM and entrepreneurs will locate 
plants where power is available. And others 
may be eliminated by new interarea connec: 
tions. 
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WHAT OTHERS THINK 

















Courtesy, Judge Magazine 


“THEY’VE GOT THE TELEPHONE EXCHANGE CAMOUFLAGED SO 
WELL, THEY CAN’T FIND THE BLAMED PLACE!” 


Of course, the abnormal and unfore- 
seeable demand for huge quantities of 
power for the production of strategic 
metals has contributed a great deal to 
local shortages, Of the 40,000,000,000 
kilowatt hours that will be needed for de- 
fense work in 1941 and the 60,000,000,- 
000 kilowatt hours that will be needed in 
1942, at least half will be used for the 
production of raw metals, such as steel, 
copper, aluminum, and magnesium. 
Aluminum is the biggest consumer, re- 
quiring 10 kilowatt hours to the pound, 
or 14,000,000,000 kilowatt hours for the 
1,400,000,000-pound goal set for the 
United States aluminum industry. 

On June 27th, OPM announced the 
location of eight new aluminum plants 
able to make 600,000,000 pounds a year 
(needed to achieve the total program) 
in Arkansas, Oregon, Washington, New 
York, Alabama, California, and North 
Carolina. These locations were picked 
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because of the availability of power. 


HE Fortune article noted that the 

proposed rate of expansion for 

1941 and 1942 is limited by the impossi- 

bility of getting new equipment. What we 

will do in 1943 is still anybody’s guess. 
The article states : 


It is hard to say what the over-all demand 
for 1943 will be, but on the basis of the 
previous estimates for 1941 and 1942, some 
210,000,000,000 kilowatt hours would not be 
too much. Assuming production at the rate 
of 4,200 kilowatt hours for each kilowatt of 
capacity, production of 210,000,000,000 kilo- 
watt hours would require over 52,000,000 
kilowatts in capacity by the year end, or 
some 4, more than scheduled for 
1942, The FPC has made detailed analyses 
of the power demands created by rising de- 
fense production, and estimates that over 
5,000,000 kilowatts in capacity ought to be 
installed in 1943 (over 1942) to assure a 
safe margin. 

Actually, generating capacity for only 
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1,500,000 kilowatts is on order for 1943, 
and very little has been ordered for 1944 
and 1945. Worse, the capacity to build gen- 
erating equipment to the tune of 5,000,000 
kilowatts per year is no more. Allis-Chal- 
mers, Westinghouse, and General Electric, 
the only three producers of large units, are 
stocked up with Navy orders, and their sup- 
pliers are swamped with the demand for 
forgings. Normally they can deliver land 
steam generators to a maximum capacity of 
3,000,000 kilowatts and hydrogenerators to 
2,000,000 kilowatts, but this has been cut to 
the point where the power industry will be 
lucky to obtain 1,500,000 kilowatts in steam 
capacity and 1,000,000 in hydro capacity in 
1943 besides the capacity now on order. 
Worst of all, if the government succeeds in 
spending in 1943 the annual $36,000,000,000 
it aims to spend on defense, the need will be 
even greater. Such a rate of expenditure 
might require 100,000,000,000 kilowatt hours 
above the nation’s normal needs, and even 
with substantial automatic displacement 
of peace-time power needs, we would require 
59,000,000 kilowatts (assuming a use factor 
of 4,200 kilowatt hours per kilowatt), or 
about 10,000,000 above 1942, by the end of 
1943. What is to be done? 


It was stated that generator manu- 
facturers may be able to turn out 2,500,- 
000 kilowatts more for 1943 and that 
they have received very few orders for 
1944 and 1945. This would be sufficient 
to handle the program at full swing in 
1944. Other remedies suggested were 
the installation of interconnections, de- 
veloping of new power, particularly 
Federal projects, and a curtailing of un- 
necessary usages of electricity of such a 
nature to contribute to peak load. 

However, care must be taken in dis- 
cussing possible economies in the use of 
power to be sure that proposed economies 
are really worth while. Reducing civilian 
consumption indiscriminately may not 
only fail to help the power shortage situa- 
tion materially, but actually aggravate 


the industry’s position by decreasing its 
revenues. 


ECENTLY the consumers division of 

OPACS came out with a plea for 
nation-wide power saving—in the inter- 
est of defense. Things like advising 
housewives to turn off unnecesary radios 
and basement lights—perhaps at a time 
of day or in an area where such economy 
would be useless. This statement was 
written by an erstwhile official of the 
Consumers Union, a Leftist group, who 
is now employed by Miss Harriet Elliott, 
head of the OPACS Consumers Divi- 
sion. It was submitted to the FPC, which 
promptly turned thumbs down. “There 
are no bottles in which power can be 
stored,” said the FPC, seeing no reason 
to cut utility revenues unnecessarily 
(not including rate cases, of course). 
3ut the OPACS statement was issued 
anyway. 

Daylight saving proposals are another 
source of confusion. The FPC and the 
President—and the OPM, too—may be, 
to some extent, responsible for not mak- 
ing it clear that legislation is sought pri- 
marily as a precautionary measure. There 
is no present expectation that daylight 
saving will be imposed throughout the 
country. The bill now on hearing before 
a House committee is intended to au- 
thorize the President to decree daylight 
time in any area where an actual power 
shortage exists. Throughout most of the 
country there is presently no need to 
curtail the use of power. Shortages, if 
any, will come later in defense industry 
centers. 

Restrictions (possibly in addition to 
daylight saving in some areas) are like- 
ly to be confined for the most part to 
electric signs, street lights, etc. 





€¢€ A cuRIOUS phenomenon is arising: Every bureau and department 

A of the government whose existence or whose appropriations are 
threatened by the demand to go all out for defense, and to trim non- 
defense items, has evolved some type or scheme or system to prove their 
necessity or worthiness as defense projects.” 


ESLEY E, DISNEy, 


U. S. Representative from Oklahoma. 
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The March of 
Events 


Seaway Lumped in Omnibus 
Bill 
HE House Rivers and Harbors Commit- 
tee voted on August 8th to include the 
controversial St. Lawrence seaway and Florida 
ship canal project in an omnibus Rivers and 
Harbors bill, which some members estimated 
might require appropriations totaling a billion 
dollars. 

At an executive session the committee quick- 
ly approved, by 17 to 8, the $285,000,000 St. 
Lawrence development advocated by Presi- 
dent Roosevelt as a national defense project, 
and then endorsed the $160,000,000 Florida 
ship canal, 14 to 10, after first providing that 
tolls should be charged for use of the water- 
way in order to make it self-liquidating. 

Opponents of the two projects immediately 
forecast a bitter fight when the bill is brought 
before the House. “This will be the biggest 
pork barrel Rivers and Harbors bill in the 
history of Congress,” said Representative 
Beiter of New York, an opponent of the sea- 
way and the Florida ship canal. 

Representative Bender of Ohio issued a 
statement describing the committee action with 
respect to the St. Lawrence proposal as “an en- 
tirely indefensible effort to push through a 
highly controversial measure by attaching it 
to a series of juicy pork barrel projects de- 
signed to capture votes.” 

Another opponent of the seaway, Repre- 
sentative Hall of New York, said that the 
committee action was “an abject confession of 
the utter inability to justify the St. Lawrence 
project on the ground either of national de- 
fense need or national economic benefits. It 
is obvious the committee felt the proposal 
could not stand on its own feet.” 

Representative Mansfield of Texas, chair- 
man of the committee, said that President 
Roosevelt wanted the seaway placed in the 
omnibus bill. He said that he had received 
a letter from the President on the subject. 


Utilities Get A-10 Priority 


A” utility industries, except telephone and 
telegraph, which were put on a deferred 
list soon to be acted upon, were granted the 
special priority rating of A-10 by the Office of 
Production Management for the delivery of 
maintenance and repair parts. The OPM order 
follows in a general way the earlier recommen- 
dation made by the Office of Price Adminis- 


tration and Civilian Supply. An emergency rat- 
ing of “A-l-a” was also allowed the utilities 
in especially urgent cases, such as breakdowns 
due to fire or storm. 

Specifically, the maintenance and repair rat- 
ing was applied to nine industrial classifica- 
tions : Commercial air lines, explosives, metal- 
lurgical plants, mines and smelting, Federal, 
state, and other publicly operated services, in- 
cluding publicly owned utilities, privately 
owned utilities (electric, gas, water, and sew- 
age), railroads, coke converters, bus, and rail- 
ways. 

The A-10 rating is not automatically avail- 
able. Application must be made on a special 
form, PD-67, which may be obtained by writ- 
ing to the priorities division of OPM, 462 In- 
diana avenue, N. W., Washington D. C., or to 
one of the field offices. 


Favors Power Work 


ones of War Stimson forwarded to 
Congress recently a report by Major Gen- 
eral Julian L. Schley, Chief of Army Engi- 
neers, recommending a 2-part $10,000,000 pro- 
gram for reconstruction of the power facili- 
ties of the Sault Ste. Marie power plant at St. 
Mary’s Falls, Michigan. 

The Secretary said, however, it would not 
be in accord with the President’s program to 
submit during the present emergency any esti- 
mate of appropriations for the latter part of 
the plan in the absence of evidence that it 
possesses defense value. 

The first step recommended by the Chief of 
Engineers would provide for installation of 
about 14,000 kilowatts in a new plant north 
of the locks of St. Mary’s Falls and for ap- 
purtenant facilities for the development, trans- 
mission, and sale of power. Cost of that step 
was estimated at $3,500,000. 

“The second step,” General Schley said, 
“should provide for the enlargement of this 
new plant or the acquisition and reconstruc- 
tion of the present power plant of the Michi- 
gan Northern Power Company to provide for 
an ultimate total installation of approximately 
45,000 kilowatts.” 


Defense Curbs 


HE U. S. House of Representatives was 
Tibia recently that the electrical demands 
of defense production might necessitate cur- 
tailed use of air conditioning, street lighting, 
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and electrical signs. Testifying before the 
House Interstate Commerce Committee, Le- 
land Olds, Federal Power Commission chair- 
man, said that private industry in some cases 
might be called upon to reduce power con- 
sumption by a third. 

Olds went before the committee to endorse 
legislation authorizing President Roosevelt to 
order daylight saving time for all or parts of 
the nation. “Daylight saving time,” the witness 
said, “offers one form of emergency curtail- 
ment of power. We have to have the power of 
curtailment to fall back on to take up the 
slack. If we don’t have that, then when an 
emergency comes along we will have no 
cushion to fall back upon.” 

The power official added that the defense 
program as a whole would require diversion 
from normal use of 55,000,000,000 kilowatt 
hours of the estimated 145,000,000,000 hours 
of energy now available. 

William L. Batt, deputy production director 
of the OPM, said on August 6th that there 
was insufficient power available for the pro- 
jected defense program and urged daylight 
saving time as one means of conserving elec- 
trical energy. Recommending the House Inter- 
state Commerce Committee approve legisla- 
tion to give President Roosevelt authority to 
establish daylight time when power shortages 
develop, Batt asserted there could be no doubt 
that “such a measure would make a material 
contribution to the national defense power 
supply.” let 

Meanwhile, Governor Price of Virginia had 
issued a proclamation calling for the temporary 
adoption of “fast time” for a 49-day period 
from August 10th to September 28th, which 
was generally approved by town and county 
officials in the state. Governor O’Conor of 
Maryland announced he would take no steps 
to switch from Eastern Standard to daylight 
saving time unless the Federal government 
asked him to do so, and a spokesman for Presi- 
dent Roosevelt indicated no such special re- 
quest would be made. In Washington, D. C., 
the commissioners decided against adoption 
of daylight saving time. 


Company Quits Utility Business 


Bi gieane Service Company, $1,000,000,000 cor- 
poration with 800,000 stockholders from 


coast to coast, on July 31st announced a plan 
to quit the utility business and concentrate on 
petroleum and natural gas. 

The plan, filed with the Securities and Ex. 
change Commission, provided for formation 
of three regional utility companies which 
would issue stock. The stock in turn would 
be exchangeable for shares of preferred of 
Cities Service Company on a basis fixed by the 
company. 

Stockholders were to vote on the proposal 
at a special meeting and if they authorized it, 
the plan would become effective if, prior to 
January 1, 1942, 80 per cent of the preferred 
stock shall have been delivered to the com- 
pany for exchange under the plan. 

The three regional groups are to be called 
the Rocky Mountain Regional Corporation, 
Ohio Regional Corporation, and Mid-Conti- 
nent Regional Corporation. Utilities to be ab- 
sorbed by each regional corporation shall be 
so assembled that the units will conform to 
Securities Commission requirements and will 
be able to function successfully without de- 
pending upon their former parent or any other 
holding company affiliation, according to the 
plan. 


New Projects to Meet New 
Needs 


ie list of potential power develop- 
ments west of the Mississippi river, pre- 
pared by the Bureau of Reclamation, was sub- 
mitted late in July to a Senate subcommittee by 
H. W. Bashore, acting Reclamation commis- 
sioner. 

Bashore testified that “with the West facing 
critical deficiencies in electric energy, the Bu- 
reau of Reclamation is ready to begin con- 
struction of projects which will avert what 
otherwise may be catastrophic consequences.” 
He said that although power for national de- 
fense provided the “immediate urge” for most 
of the plants, they would all “serve one or 
more other beneficial purposes” such as irriga- 
tion or rural electrification. 

He emphasized that reference to approxi- 
mate years of completion “presupposes im- 
mediate authorization, adequate funds, and 
high priorities in equipment and machinery to 
achieve the necessary periods for investigation 
and construction.” 


Arizona 


Orders Hearing on Project 


= Federal Power Commission on July 
30th ordered that a public hearing be held 
on the application of the state of Arizona for 
a preliminary permit for the proposed water- 
power development of the Bridge Canyon proj- 
ect on the Colorado river. The hearing will 
be held in Washington, D. C., September 22nd. 
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A public hearing is desirable, the commis- 
sion said, to ascertain: (1) The facts and the 
law surrounding the commission’s jurisdiction 
to issue a preliminary permit or license for a 
power development in the area proposed by 
the applicant under the Federal Power Act; 
(2) whether the applicant is now ready to 
make the examinations and surveys, prepare 
the maps, plans, specifications, and estimates, 
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make financial arrangements, and otherwise under terms of a new law, recently decided 
perform the acts required of a permittee un- against the proposal. In a late July election, 
der the statute. the vote was 43 for and 103 against the ques- 
Application for the permit was received tion of buying the power plant and water sys- 
from the state (now represented by the Colo- tem from the Southern Arizona Public Serv- 
rado River Commission of Arizona) August ice Company for $87,500. 
3, 1938. A request for postponement of action By vote of 41 to 101, the electorate also re- 
on the application made in September, 1938, jected an accompanying proposal to issue 
by a special committee representing the four $100,000 in bonds to finance the purchase, the 
upper basin states of the Colorado river bonds to be retired from revenues accruing 
(Utah, New Mexico, Wyoming, and Colorado) from operation of the utilities. 
was granted by the commission. Later repre- If the city had voted to acquire the power 
sentatives of the seven Colorado river basin and water systems, power would have been 
states, including Arizona, were granted addi- purchased from a near-by REA project, the 
tional delay until they could give the applica- Sulphur Springs Valley Codperative. 
tion further consideration. Some of those who voted against the pro- 
- posal said they feared revenues might not be 
Rejects Municipal Ownership large enough to take care of bond retirement, 
KE which would necessitate higher property taxes. 
ILLCOX, first city in the state to vote on Others thought the purchase price was too 
municipal purchase of private utilities high. 


- 
Arkansas 


REA Unit Plans Service have been supplied by the Arkansas Power & 
Light Company. 


NNOUNCING that the newly organized Ark- Ark-La was said to be making a bid to sup- 
La Electric Codperative, Inc., would ply power to the 100,000,000-pound aluminum 
qualify to do business in Arkansas with Sec- plant to be placed in Arkansas by the Office of 
retary of State C. G. Hull, Thomas Fitzhugh, Production Management. A decision by OPM 
lawyer for the codperative, recently outlined as to the power supplying agency was holding 
the objectives of the organization. up the announcement of the location, Mr. Fitz- 
With a view towards “developing every re- hugh said. Ark-La can supply the aluminum 
source in this section which can be developed plant at rates comparable to the Tennessee Val- 
feasibly with cheap power,” Mr. Fitzhugh ley Authority’s, he said. 
said initial plans called for the construction 


of a 15,000-kilowatt steam power generating j j 
plant in north Louisiana to supply power to Property Appraisal Filed 


Rural Electrification Administration codpera- ,. appraisal report listing the value of the 


tives, to defense industries in south Arkansas, Twin City Pipe Line Company’s proper- 
and to handle industrial loads which will con- ties at $696,752 net was filed with the state 
tinue after the emergency. utilities commission by the Fort Smith concern 
Ark-La has received an initial allotment early this month, in connection with the com- 
from the REA of $520,000 to start construc- pany’s application for authority to increase 
tion of the power plant which, when com- rates to industrial consumers of the Fort Smith 
pleted, will be the first large-scale generating area. 
plant built by REA codéperatives. Location of The company sought to increase the indus- 
the plant and the question of whether it will trial rates from 10 cents to 15 cents per one 
be fueled with “sour” gas or coal, would de- thousand cubic feet for the first 3,000,000 feet 
pend on engineering surveys being made by a_ per month, and to 13 cents per one thousand 
New York firm, Mr. Fitzhugh said. for the next 3,000,000. Pending the outcome of 
_ Except on a small scale in Minnesota, Mich- a hearing, the company was permitted to post 
igan, and Wisconsin, REA codperatives do not a $20,000 bond and make the new rates effec- 
generate their own power but merely transmit __ tive. 
electricity to rural areas. Members of Ark-La The hearing will be held September 3rd. 


- 


California 


Rescinds License for Projects 1941, June 2, 1941, and June 21, 1941, author- 
izing issuance ofalicense withspecial conditions 


Tz Federal Power Commission on July for the proposed Cresta and Pulga power 
30th rescinded its orders of February 1, plants on the north fork of the Feather river 
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to the Pacific Gas and Electric Company. The 
commission also dismissed the company’s ap- 
plication for the license. The action was 
taken because the company refused to accept 
the special conditions the commission ordered 
included in the license. 


Hetchy Power Plan 


ECRETARY of Interior Ickes this month for- 
Ss mally approved a plan (subject to voters’ 
approval) for San Francisco’s entry into pub- 
lic ownership. The plan proposes the issuance 
of $66,500,000 of revenue bonds to cover the 
purchase of Pacific Gas and Electric Company 
facilities and provide for new construction. 


Adoption of the plan will be submitted to the 
electorate next November. 

Since the citizens of San Francisco have re. 
peatedly refused to be coerced into municipal 
operation of power distribution, the outcome 
of the election will be awaited with much 
interest. 

If the proposition is again rejected, the dis. 
position of Hetch Hetchy power in compliance 
with the Raker Act will present a knotty prob. 
lem. It is expected a serious effort then will be 
made to induce Congress to amend the act to 
permit the city to distribute the power through 
an agency agreement with the Pacific Gas and 
Electric Company, as has been done for many 
years. 


Colorado 


Rate Cut Suggested 


PERATING revenues of the Colorado Inter- 
state Gas Company, selling natural gas to 
the Public Service Company of Colorado for 
distribution in Denver and other Colorado 
cities, should be cut almost in half to bring its 
earnings down to a “fair and reasonable” re- 
turn on its investment, according to counsel 
for the FPC in a brief filed with the Power 
Commission in Washington in the Denver gas 
rate case. 
The Colorado Interstate Company and the 
Canadian River Gas Campany, from which the 
Colorado Interstate buys gas, together have 


earned an average of 15 per cent on their 
combined investment since they started oper- 
ations in 1928, and in recent years have earned 
approximately 20 per cent, the brief claimed, 

Earnings of both companies should be re- 
duced by the Power Commission to a “fair” 
rate of 6% per cent, according to the argu- 
ments of the commission’s counsel. 

At the same time the brief claimed the Col- 
orado-Wyoming Gas Company, which buys 
gas from Colorado Interstate and sells it to 
northern Colorado towns for resale in Chey- 
enne, had been earning more than 12 per cent 
on its investment and likewise should be re- 
duced to a 64 per cent rate of earning. 


Connecticut 


PUC Orders Line Extension 


Reopen of electric power service to all 
but the most isolated homes and farms 
in Connecticut was apparent recently as Gov- 
ernor Hurley disclosed that the state public 
utilities commission had already ordered nine 
of the state’s 12 utility companies distributing 
electric current to extend their lines into most 
of the rural territory now unserved. 

Under these orders, and similar ones to the 
other three companies being drawn up by the 
commission, some 1,075 miles of new line will 
be strung, bringing electricity to 4,536 poten- 
tial customers, representing with their families 
more than 14,000 persons. This will mean vir- 


tually 100 per cent electrification of Connecti- 
cut. 

Announcement of the extension orders, car- 
rying out the terms of the 1941 legislature's 
Rural Electrification Act, was made by the 
governor after he had received from the com- 
mission a requested preliminary report on the 
progress of the new program. 

All of the state’s electric companies, Gov- 
ernor Hurley was told, have indicated their 
willingness to codperate in the program, and 
in most cases the rates specified in the com- 
mission orders were those proposed by the 
companies themselves, based generally on their 
own present rates and thus varying somewhat 
from one part of the state to another. 


Illinois 


FPC Authority Questioned 


ALPH H. James, president of the Chicago 
District Electric Generating Corporation, 
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commenting on the recent ruling of the Fed- 
eral Power Commission which set 54 per cent 
as a fair rate of return on that property, ques- 
tioned whether the commission is empowered 
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to take such action. He said the company was 
subject to complete regulation by the Indiana 
Public Service Commission and that its power 
contracts with Illinois firms also had been ap- 
proved by the Illinois Commerce Commission. 

The Federal Power Act provides that regu- 
lation is “to extend only to those matters 
which are not subject to regulation by the 
states,” Mr. James contended. On this basis 
the company contested the question of juris- 
diction. 

Inasmuch as the company is a subsidiary of 
Commonwealth Edison Company and the same 
frm is the principal purchaser of its output, 
the ordered rate reduction was not expected 
to have any effect earningswise on the parent 
concern. 


Bus Fare Slash Asked 


ta hearing recently ordered by the Illinois 
A Commerce Commission, Attorney General 


Barrett urged an immediate reduction from 10 
cents to 7 cents as the bus fare of the Chicago 
Motor Coach Company, while Alderman Paul 
H. Douglas (5th) suggested that a slash in 
rates to three rides for 25 cents should be or- 
dered. Both officials have repeatedly charged 
that the motor coach company is earning ex- 
cessive profits. 

City attorneys, who were ordered by the 
commission to start their long-delayed case, 
asked for a few days more to amend their old 
petition filed against the Coach Company 
April 11, 1934. William H. Sexton, city trac- 
tion counsel, said the city “is willing to go 
ahead with what evidence we have been able 
to gather” but added that the city would pre- 
fer to wait until the bus company filed an an- 
swer to the petition. 

Assistant Commissioner William E. Helan- 
der announced that the full commission would 
hold an emergency session in Springfield Au- 
gust 13th to hear all motions on the bus fares. 


Kentucky 


Adopt 6-day Week 


Pyreagegen- forces on the TVA Kentucky 
dam at Gilbertsville have gone on a 6-day 
week as part of the speed-up program to com- 
plete the dam by 1944, a year ahead of sched- 
ule, it was recently reported. The 3,200 em- 
ployees at the dam and in the reservoir basin 
had been working 5-day weeks. 


Work is concentrated largely in the build- 
ing of the power house and parts of the con- 
crete section of the dam. From bedrock ap- 
proximately 70 feet below the present river 
level, shafts of concrete are rising which will 
attain a height of 160 feet. The huge steel 
gates for controlling lock operations are being 
assembled in the navigation lock area, it was 
said. 


Louisiana 


Utility Strike Settled 


HE Defense Mediation Board announced 
= July 29th that an agreement had been 
reached for settlement of the strike at the 
Gulf States Utilities Company at Baton Rouge, 
and that the men on strike would return to 
work the next day. 


Board officials said that the agreement was 
approved by representatives of the company 
and by the International Brotherhood of Elec- 
trical Workers (AFL). About 200 men were 
involved in the strike, which started July 9th, 
officials said. Recognition of the union and 
negotiation of a collective bargaining agree- 
ment were the issues, it was reported. 


Minnesota 


Car Token Increase Asked 


N increase from 45 cents to 50 cents in the 

price of six street car tokens was asked 
by the Twin City Rapid Transit Company of 
St. Paul on August 8th in a petition filed with 
the Minnesota Railroad and Warehouse Com- 
mission. The company, in asking for the token 
fare increase stated its willingness to have the 
cash fare remain at 10 cents, with the same 
transfer privileges as at present. 


31i 


Asserting the belief that the rates, even if 
the commission grants the authority for the 
increase, “will not yield a fair and reasonable 
rate of return on the valuation,” the company 
contended that the increase represented the 
“minimum rate of fare essentially necessary to 
meet the transportation requirements of your 
petitioner.” 

The company’s valuation on January 1, 1925, 
was stated in the petition to have been $16,- 


? 
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Natural Gas Permit Asked 


i os question of determining a final policy 
on natural gas service for St. Paul was 
thrust before the St. Paul city council on Au- 
gust 6th with an application for an immediate 
permit for the Minnesota Gas Corporation, to 
build facilities for supplying the new small 
arms ammunition plant as well as industries 
in the city. 

Minneapolis and many other Minnesota com- 
munities now have natural gas service. Two 
St. Paul industries, the Ford plant and the 
Waldorf Paper Products Co., have natural 
gas service, but all other consumers receive 
manufactured gas from the Northern States 


Power Company, under exclusive service per. 
mits granted by the council. 

The Minnesota Gas Corporation, which pre. 
sented the new application, already had another 
application pending before the council, which 
had not been acted upon, for submission to 
the voters of a 20-year franchise ordinance. 
Such a franchise, if voted, would permit sery. 
ice to all types of consumers in the city, indus. 
trial, commercial, and domestic. 

The council also had before it an application 
of the Peoples Natural Gas Company, which 
supplies the Ford and Waldorf plants, to ex- 
tend its lines through the city to the new am. 
munition plant without payment of any gross 
earnings tax to the city for that permission, 


Missouri 


To Fight Indictment 


if foe oo Electric Company of Missouri will 
plead not guilty in answer to the eight 
counts of a Federal indictment charging it with 
violation of and conspiracy to violate the cor- 
rupt practices section of the Holding Com- 
pany Act. Notice to this effect was filed on 
August 8th by the company’s counsel, former 
Circuit Judge J. Wesley McAfee. 

Louis H. Egan, former president of Union 
Electric, is a codefendant in the indictment. 


New 


Tax Burden Lowers Dividend 


HE cost of rearming America was driven 
home recently to stockholders of the Con- 
solidated Edison Company. Directors of the 
world’s largest electric and gas utility com- 
pany cut the dividend for the third quarter to 
40 cents a share from 50 cents because of the 
heavier tax burden. The company’s revenues 
during the first six months increased $728,000 
but taxes rose $2,590,000. 
Floyd L. Carlisle, chairman of the board, 
explained the dividend reduction as follows: 
“Revenues from the sales of our services 
showed an increase for the first six months 
of this year of $728,000, but our taxes increased 
by $2,590,000. We are accruing Federal income 
taxes for 1941 at a 30 per cent rate. This, to- 
gether with increases in certain other taxes, 
will raise our tax load for the year to $62,000,- 
000, up $4,000,000 over 1940, 
“A total of $62,000,000 in taxes means $5.40 
a share on the common stock outstanding; it 
means over $1,700 per employee and is 24 cents 
out of each dollar of operating revenue. The 
trustees believe that sound business practice, 
especially in the present uncertain times, re- 
quires the maintenance of a substantial margin 
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His motion for a_ separate trial recently was 
denied by United States District Judge George 
H. Moore. Egan and the company are charged 
with having arranged for and made political 
contributions. The indictment resulted from 
the extensive investigation by the Securities 
and Exchange Commission which disclosed 
use of a huge slush fund by a former manage- 
ment of the company. 

A date had not been set for the trial but it 
was expected the case would be docketed for 
this fall. 


York 


of earnings over dividends on the common 
stock.” 


Gets New Electric Customers 


URING the past several months the owners 
of seven private electric generating plants 
in New York city have arranged to shut down 
their plants and substitute instead the service 
of Consolidated Edison Company. Included 
in the group are the Vanderbilt hotel, involv- 
ing a 500-kilowatt steam-driven plant, and the 
Methodist Book Concern, 150 Fifth avenue 
(475-kilowatt plant). In addition, there were 
six partial shutdowns of isolated electric gen- 
erating equipment in favor of Edison service. 
Expansion in demand by several large gas 
and electric consumers was also noted. 


Named to Power Authority 


(ye Lehman on August 8th appointed 
Gerald V. Cruise of New York city to 
the State Power Authority. 

Mr. Cruise has been executive secretary of 
the authority since 1929 and is a member of 
the United States-St. Lawrence Advisory 
Committee. 
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Ohio 


Ban on Diluted Gas Ordered 


wus Dennis F. Dunlavy dissenting, the 
state utilities commission on July 3lst 
ordered all subsidiaries of the Columbia Gas 
& Electric Corporation operating within Ohio 
(including Ohio Fuel Gas Company) to cease 
and desist the further distribution of such di- 
luted gases unless authorized by contract. 
Action of the commission followed a 3-hour 
conference growing out of the recent decision 
of the state supreme court, remanding 
to the commission the rate controversy hing- 
ing upon the 1934-39 Columbus rate ordinance. 
The court at that time ordered the commis- 
sion to delete from the cost of producing nat- 
ural gas the cost of producing inert gases 
which, the company contended, had been done 


to secure a stabilization of the product dis- 
tributed and sold at retail. 

Mr. Dunlavy charged the commission order 
had been prepared in secret and would “en- 
danger the lives of thousands” because stove 
burners could not be adjusted for the new 
gas before the effective date of the order, 


August 14th. 


Subsequently, the Ohio Fuel Gas Company, 
contending that the commission was without 


jurisdiction, filed with the commission an ap- 
peal for a rehearing and rescinding of its or- 


der. 
The company asserted in its application 


that in the interests of the public it would re- 


quest an early decision by the commission on 
its protest with the intention of carrying the 
case to the state supreme court upon appeal. 


Oregon 


Gas Company Asks Permit 


HE Portland Gas & Coke Company early 
this month asked the city council of Gre- 
sham for a new 20-year franchise, the old fran- 


chise having expired August 4th. The new con- 
tract would be identical save for a clause per- 
mitting cancellation by the city upon the firm’s 
failure to meet its provisions. The council 
tabled the request for future action. 


Pennsylvania 


commission lacked jurisdiction. 
contended it had not been established that the 
company was a natural gas company under the 
Natural Gas Act. 

The commission denied the company’s mo- 


Rate Hearing Adjourned 


Tt Federal Power Commission adjourned 
until further notice, on August 4th, its 
hearing on the reasonableness of rates charged 
by Peoples Natural Gas Company of Pitts- 
burgh, after the company had declined to pro- 
duce its books under subpoena. 

Edward M. Borger, president, and S. J. Rad- 
cliff, treasurer of the company, declined to 
produce the books, said to number “several 
thousand ledgers,” on the ground that the 


Mr. Borger 


tion to dismiss the proceedings. Examiner 
Samuel H. Crosby, presiding, said the investi- 
gation would be “ carried on by the Federal 
Power Commission in its own manner, which 
will be announced later, and until then, the 
hearing is adjourned.” Company officials said 
they were ready to make a “test case.” 


Rhode Island 


Will Build to Meet Defense 
Demands 


fb Narragansett Electric Company will 
A construct a $2,500,000 power plant in 
Westerly, Samuel C. Moore, president, re- 
ported recently. 

The company’s decision to install the plant 
at this time, according to Mr. Moore, was 
brought about by the growth of demand for 
power from defense industries, including the 
Quonset Naval Air Station. 
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The company, he said, already had placed an 
order for two 10,000-kilowatt, steam-driven 
turbogenerators for the new plant and, based 
on manufacturers’ deliveries, the plant is 
scheduled for completion by December, 1942. 

“In view of the limitations of the company’s 
present transmission lines to carry additional 
load,” said Mr. Moore, “such a plant has been 
under consideration for some time, and con- 
sidering the growing importance of the whole 
southern section of the state, it appears highly 
desirable that the area be provided with a 
local source of power.” 
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The Latest 
Utility Rulings 


Procedure on Simplification of Holding 
Company System 


P gee Securities and Exchange Com- 
mission, in findings and an opinion 
relating to simplification of Engineers 
Public Service Company and its sub- 
sidiary companies, excluded evidence 
bearing solely upon the constitutionality 
of the Holding Company Act. The com- 
mission deemed itself without power to 
declare the statute or part thereof un- 
constitutional and considered that a re- 
viewing court, in the event an appeal 
should be taken, could order such evi- 
dence to be adduced later if it saw fit to 
do so. 

Section 11 (b) (1), clause (B), of the 
Holding Company Act, permitting con- 
tinued control of additional integrated 
public utility systems by a holding com- 
pany, was held to restrict such additional 
systems to those operating in a state in 
which the principal system operates, or 
in states adjoining such a state, or in a 
foreign country contiguous thereto. 

The commission held that, in the pro- 
ceeding under § 11 (b) (1), where the 
holding company had not selected the 
principal integrated public utility system 
to which the operations of its holding 
company system would be limited and 
claim was made that the holding com- 
pany had the right to make such selec- 
tion, whether or not such right of selec- 
tion belonged to the holding company or 
to the commission, the holding company 
would be permitted under the circum- 
stances to select one of its two most 
profitable integrated systems. Either one 
was satisfactory in the opinion of the 
commission, and the choice was a close 
one. It was said further that, although 
the commission was under no duty to do 
so, it would try certain ancillary issues 
and make advisory findings thereon to 
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aid the holding company to make such 
selection. Where certain utility and non- 
utility properties were not retainable in 
relation to either of the two possible 
principal utility systems, and divestment 
thereof would be necessary whichever of 
such systems was selected as the princi- 
pal one, the holding company was or- 
dered to divest itself of such nonretain- 
able properties, as necessary for ulti- 
mate compliance with § 11 (b) (1). 

Where the holding company claimed 
the right to have the commission make 
findings as to the status of properties to 
be divested, it was held, in respect of non- 
retainable properties belonging to sub- 
sidiaries which were not registered hold- 
ing companies, that findings would be ad- 
visory only. Inasmuch as they would be 
largely academic and would not be mate- 
rially helpful if made in the § 11 (b) (1) 
proceeding, they would not be made. In 
respect of nonretainable properties be- 
longing to a subsidiary which was a 
registered holding company, such find- 
ings were required to be made ina § ll 
(b) (1) proceeding, but whether they 
were made before or after the top hold- 
ing company was ordered to divest itself 
of the subholding company was a matter 
within the discretion of the commission. 

The top holding company was required 
to divest itself of all of its interests m 
subsidiary companies operating utility 
systems and other businesses which the 
holding company system could not con- 
tinue to operate under § 11 (b) (1). It 
was ruled that a mere reduction of its 
holding of voting securities of such com- 
panies would not be sufficient to constt- 
tute compliance with the law. Re Engr 
neers Public Service Co. et al. (File No. 
59-4, Release No. 2897). 
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Emergency Service Regulation Permitted 
Because of Power Shortage 


PETITION by the Alabama Power 

Company for approval of a tempo- 
rary emergency service regulation, in the 
form of a rider to be attached to new 
contracts for electric power service, was 
granted by the Alabama Public Service 
Commission, but the commission re- 
served full jurisdiction of the subject 
matter and of all contracts to which the 
rider might be attached. 

This rider was to be attached to new 
contracts for industrial and large general 
and rural power service and for com- 
mercial service. 

The rider provides in substance that in 
view of the large increase in demands 
for power made upon the company’s sys- 


tem for national defense purposes and 
the conditions brought about by drought, 
the contract is approved by the company 
with the specific reservation (1) that 
until this rider is revoked the company 
will supply power only when, as, and if 
it has the same available in excess of 
power heretofore sold, and (2) that the 
company shall be the sole judge of the 
availability of such excess power. It is 
understood and agreed that as more 
power becomes available the rider and 
similar riders will be revoked in the 
order in which contracts to which they 
are attached were approved by the com- 
pany. Re Alabama Power Co. (Non- 
Docket 1338). 


e 


Federal Court Refuses to Interfere with 


Order Relating 


be California commission approved 


and authorized a refinancing plan of 
the Market Street Railway Company ex- 
tending the maturity, reducing the inter- 
est, and changing sinking-fund provi- 
sions of the railway company bonds. A 
bondholder who had not participated in 
the proceedings before the commission 
sought a declaratory judgment from the 
United States District Court as to the 
tights and duties of bondholders, the 
street railway company, and the trustee 
for bondholders. A motion to dismiss 
was granted. 

The court said it was not necessary to 
point out that when the commission as- 
sumed jurisdiction over the railway com- 
pany for the purpose of administering 
the law applicable to its activities such 


to Refinancing 


jurisdiction was exclusive except as re- 
stricted by the Public Utilities Act. The 
court had no power to review or interfere 
with orders of the commission in a mat- 
ter where its jurisdiction was unassail- 
able. 

The court followed the rule that de- 
claratory relief rests in the court’s discre- 
tion and that this is a judicial discretion 
which must find its basis in good reason. 
It was said that no useful purpose would 
be served by a trial of the controversy ; 
that a trial would not settle the entire 
controversy ; and that for the court to ac- 
cept jurisdiction in a controversy involv- 
ing a matter passed upon by the commis- 
sion, of which it had exclusive jurisdic- 
tion, would be improper. Delno v. Market 
Street Railway Co. et al. 38 F Supp 341. 


e 


Commission Has Power and 


Duty to Regulate Inductive 


Interference by Power Line 


HE supreme court of Kansas has up- 
held a district court judgment hold- 


ing unlawful an order of the Kansas 
commission approving plans of a rural 
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electric codperative association for the lo- 


cation of a power line. The proposed line 
would run along highways upon which 
are located lines of a telephone company, 
and power line construction would cause 
inductive interference with the service of 
the telephone company. The commission 
had held that it could not withhold ap- 
proval of the plan because of protests by 
the telephone company. 

The lower court had ruled that the or- 
der was unlawful and remanded the case 
to the commission with the direction to 
promulgate reasonable rules and regula- 
tions covering inductive coordination and 
thereafter to reconsider the application in 
the light of such regulations. 

A Kansas statute gives the commis- 
sion power to prescribe reasonable rules 
and regulations with respect “to the 
stringing and maintaining of wires in all 
cases where there is danger or possibility 
of unreasonable interference with or 
damage to the wires or service of one 
utility by those of another utility.” This 
language was held broad enough to cover 
inductive interference caused by the 


& 


maintenance of an electrical transmission 
line paralleling the telephone lines along 
public highways. 

The supreme court held that it was not 
only within the power, but it was also the 
duty of the commission to prescribe rea- 
sonable rules and regulations. Quoting 
from the decision of the supreme court: 


While the findings of the commission te. 
cite that the proposed lines of the rural elec. 
tric will be constructed in accordance with 
the rules of the commission as published in 
Docket No. 1944, it does not state the rules as 
promulgated cover the matter of unreason- 
able interference with the “service” of one 
utility by another utility that may result from 
the stringing of wires upon, along, or across 
the highways of the state. We agree with 
the conclusion of the district court that inter- 
ference of the “service” as used in the stat- 
ute is broad enough to include inductive in- 
terference. Because the rules were not 
formulated on that question as provided by 
the statute, the district court held the order 
of the commission was unlawful. In that rul- 
ing we concur. 


Central Kansas Telephone Co. Inc. 2. 
Kansas Corporation Commission, 113 


P(2d) 159. 


Accounting Requirements on Merger of 
Subsidiaries with Parent 


HE Securities and Exchange Com- 

mission permitted a parent holding 
company, which was also an operating 
electric utility company, to acquire elec- 
tric utility properties of wholly owned 
subsidiaries through merger. The prop- 
erties were interconnected with, and 
were serving, areas contiguous to those 
served by the utility facilities of the 
parent. 

In connection with the merger it was 
required that an amount representing in- 
trasystem profits in the acquisition of the 
securities presently carried in the invest- 
ment account of the parent corporation 
should not be carried forward with the 
merger but should be, concurrently there- 
with, written off against the capital sur- 
plus account of the parent company. 
Jurisdiction was reserved by the commis- 
sion as to the accounting treatment to be 
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accorded all intangibles upon the books of 
the subsidiaries, and as the same might 
be carried over to the books and records 
of the parent corporation as the surviving 
corporation upon the consummation of 
the proposed merger. Jurisdiction was 
also reserved as to the treatment to be 
accorded an item representing the net ex- 
cess costs of the securities to be sur- 
rendered for cancellation by the parent 
corporation, in connection with the pro- 
posed merger, over the par value thereof. 

The parent corporation was required 
to provide on its books a subaccount to 
which should be charged the portion of 
the excess cost of securities of the sub- 
sidiaries which it was currently permitted 
to account for in Account 100.5 of the 
FPC uniform accounts. Balance sheets 
issued by the parent corporation subse- 
quent to consummation of the merger 
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were to carry a footnote which would 
dearly indicate the “reserve for possible 
adjustment of intangibles” as set forth 
isa reserve for the possible adjustment 


7 


of intangibles recorded in Accourt 100.5 
as a result of the merger. Re Northern 
States Power Co. et al. (File No. 70-53, 
Release No. 2903). 


Service Improperly Denied to Coerce 
Customer 


HE Pennsylvania commission im- 
( po a penalty upon a water utility 
for discontinuing service to a customer 
who did not comply with a demand by 
the utility owner that he make improve- 
ments to a driveway. The utility owner 
had notified the customer that service 
would be discontinued unless, within ten 
days, improvements were made in a 
driveway adjoining the driveway of a 
residential property owned by the for- 
mer. The letter stated that the driveway 
was unsightly and that the writer did not 
intend “to serve water to anyone who has 
no pride in their property.” 
Admittedly denial of service was un- 


warranted and unlawful, but the utility 
owner sought to escape the imposition of 
fines and penalties on the ground that the 
company was in such precarious finan- 
cial condition that to penalize it would 
be to force it to go out of business. The 
commission strongly disapproved the 
illegal conduct but gave consideration to 
the plea of poverty and refrained from 
meting out “the punishment which it 
justly deserves.” Warning was given 
that a repetition of this conduct would be 
penalized to the fullest extent possible 
under the law. Montgomery Trust Co. et 
al. v. Belmont Water Co. (Complaint 
Docket No. 13406). 


e 
Power to Regulate Taxicabs Upheld 


I’ an action to restrain enforcement of 
an order of the Maryland commission 
regulating taxicabs in the city of Balti- 
more, Circuit Court No. 2 of Baltimore 
City sustained a demurrer to the bill of 
complaint, with leave to amend. The 
court upheld the power of the commis- 
sion to make reasonable rules and regula- 
tions to govern the control and operation 
of taxicabs in the absence of a showing of 
arbitrariness or unreasonableness. 

_The commission, it was held, may pro- 
hibit cruising by taxicabs in and near 
Baltimore city. Owners and operators of 
cabs, it was said, do not acquire vested 
tights to cruise or to operate them in 
accordance with earlier rulings and 
opinions of the commission. Taxicabs are 
operated under annual permits expiring 
with the calendar year. It was said that 
the commission had power to recognize 
changes in conditions and to obtain the 
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benefits of improved methods and de- 
vices. 

The statute making unlawful the so- 
called “nut” or “minimum booking sys- 
tem” of compensating taxicab operators 
was held to be a constitutional exercise 
of legislative power. A regulation of the 
commission in substantial accord with the 
terms of the statute was held to be rea- 
sonable and valid. Requirements that op- 
erators be paid by wages or a percentage 
of gross receipts, that the owner pay all 
operating expenses and charge to the 
service gasoline at cost, and that no driv- 
er work continuously for more than 
twelve hours, were held to be reasonable 
and valid. 

A rule requiring taxicabs to be oper- 
ated as units of an effective operating 
group unless expressly exempted by the 
commission was declared reasonable and 
valid, although it might conceivably work 
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injuries in particular cases. Until such 
cases arise, said the court, and the com- 
mission has acted upon them, the court 
would not anticipate unjust or unreason- 
able action by the commission. The com- 
plainant in this case operated 212 taxi- 


cabs under that number of permits. The 
court said that the company would mos 
likely of itself constitute an effective op. 
erating group within the meaning of the 
rule. Sun Cab Co. Inc. v. Maryland Pub. 
lic Service Commission. 


e 


Warning Issued on Unauthorized Bus 
Operations in New York 


HE New York commission has 

warned bus operators that, although 
the commission in the past may have 
condoned certain illegal practices by 
granting a certificate to operate, what 
was incidental and perhaps accidental 
has developed into a practice, and the 
commission has decided that hereafter 
no authority will be granted to an oper- 
ator guilty of illegal operation at the 
time. 

It was said that all illegal opera- 
tion must cease and that every applicant 
must come before the commission with 
clean hands and secure full legal au- 
thority to operate before proceeding. 


This statement applies to all classes 
of illegal operation, such as operation 
over a new route or highway without 
authority, deviations from authorized 
routes, and abandonment of part or all 
of a route. It was said that the only ex- 
ceptions to these rules are temporary or 
extreme emergencies, such as fires, 
floods, and street reconstructions requir- 
ing an immediate and brief departure 
from authorized routes or suspension of 
service. Even then, it was said, if the 
operation is to continue for any consider- 
able length of time, authority should be 
obtained. Re Unauthorized Bus Oper- 
ations. 


e 


Other Important Rulings 


} b= New York commission would not 
authorize substitution of busses for 
street cars where a company admitted 
that it would not have sufficient busses to 
operate the line for a year or more and 
where the only expectation of being able 
to have sufficient busses in subsequent 
years was the possibility that riding 
might be so reduced as to release busses 
from existing lines. Re International 


Railway Co. (Case No. 10418). 


The California commission denied an 
application for a certificate where the 
only testimony as to public convenience 
and necessity was vague, indefinite, and 
unconvincing and amounted to but little 
more than an assertion of the applicant’s 
desire for a certificate. It was said that 


certificates cannot be granted without 
adequate and affirmative proof that the 
proposed service is needed. Re Callahan 
(Decision No. 34151, Application No. 
22830). 


The New York commission held that 
variations in rates due to the varying lia- 
bility which a carrier assumes in trans- 
porting property are generally in the pub- 
lic interest, but that the burden of proot 
is on an applicant to show that suggested 
rates are fair and reasonable and prin- 
cipally that the variations submitted rep- 
resent variations in the actual cost of 
service. A mere showing that limited 
liability rates are in use elsewhere is i- 
sufficient. Re Limited Liability Rates 
(Case 10479). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utihties Reports. 
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RE CURTAILMENT OF USE OF ELECTRIC ENERGY 


FEDERAL POWER COMMISSION 


Re Curtailment of Use of Electric Energy 


[Docket No. IT-5703.] 


Electricity, § 1 — Emergency under Federal Power Act — National defense 


requirement. 


A sudden increase in the demand for electric energy to meet the require- 
ments of national defense production, coupled with a shortage of electric 
energy due to drought and insufficient steam generating and transmission 
facilities, constitutes an emergency within the meaning of § 202(c) of the 
Federal Power Act, 16 USCA § 824a(c). 


[June 27, 1941.] 


ECOMMENDATION for curtailment of use of electric energy 
R in the southeastern states because of the existence of a na- 
tional emergency under the Federal Power Act. 


By the Commission: The Presi- 
dent of the United States in his proc- 
lamation of an unlimited national 
emergency calls upon “all loyal citi- 
zens to place the nation’s needs first 
in mind and in action to the end that 
we may mobilize and have ready for 
instant defensive use all of the physi- 
cal powers, all of the moral strength 
and all of the material resources of 
this nation.” 

The production of strategic de- 
fense materials and particularly the 
production of aluminum which is vi- 
tal to the aircraft program, will be 
seriously impeded by a shortage of 
electric energy in the southeastern 
part of the United States unless steps 
are taken immediately (a) to secure 
a curtailment of the use of electricity 
by all consumers except for direct or 
indirect utilization in defense produc- 
tion and (b) to provide additional 
transmission interconnections to as- 
[9] 


129 


sure the widest availability of electrici- 
ty which can be generated. 

The Federal Power Commission 
has completed a comprehensive survey 
of the many factors involved in meet- 
ing the emergency power situation 
now prevailing in the southeastern 
area of the United States. 

This critical power situation is due 
to the necessity of keeping defense in- 
dustries producing without interrup- 
tion in spite of a growth in defense 
load greatly exceeding expectations 
and a drought which practically elim- 
inated the seasonal power on which 
the aluminum and certain national de- 
fense industries were relying for a 
large part of their power require- 
ments. 

The citizens and industries of Ala- 
bama and Georgia have recently 
joined with the electric utilities serv- 
ing those states in a voluntary patriot- 
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ic effort to curtail the use of electric 
energy in order to assure continuity of 
power supply for all-out defense pro- 
duction. The sharing of this patriotic 
duty of curtailment of the use of elec- 
tric energy by all consumers in the 
southeastern states is vitally needed 
for continued expansion of the pro- 
duction of defense materials. 

On the basis of the conclusions 
drawn from its recent comprehensive 
survey, the Commission hereby finds 
and determines that: An emergency, 
within the meaning of § 202(c) of 
the Federal Power Act, 16 USCA 
§ 824a (c), exists in the southeastern 
area of the United States, resulting 
from a sudden increase in the demand 
for electric energy to meet the require- 
ments of national defense production, 
coupled with a shortage of electric en- 
ergy due to drought and insufficient 
steam generating and transmission 
facilities, and the Commission urgent- 


ly recommends to all publicly and pri- 
vately owned utilities and to all citizens 
of the states of Virginia, North Caro. 
lina, South Carolina, Georgia, Al. 
bama, Tennessee, Mississippi, and 
Florida, that: 

(1) The use of electricity for all 
nonessential and nondefense purposes 
be curtailed, including the use by and 
sale to domestic and commercial con- 
sumers, industrial consumers to the 
extent that they are not engaged in 
production for the defense program, 
and the use of electric energy by mu- 
nicipalities for street and ornamental 
lighting to the extent consistent with 
the public safety and the public in- 
terest. 

(2) The publicly and_ privately 
owned utilities in the designated states 
advise with the Commission as to the 
specific steps to be taken to expedite 
the carrying out of this recommenda- 
tion. 





MICHIGAN PUBLIC SERVICE COMMISSION 


Re Consumers Power Company 


[D-2948.] 


Rates, § 302 — Tax clauses — Municipal levies. 
1. A gas company having in each of its rate schedules a tax clause pro- 
viding that the standard rates will be increased within the limits of mv- 
nicipalities levying special taxes, license fees, or street rentals so as to off- 
set such charges and prevent customers in other localities from being con- 
pelled to share any portion of such local increases, should be permitted to 
include this provision in the standard rules and regulations of the com- 
pany applying to the sale of gas, p. 131. 


Rates, § 302 — Tax clauses — Levies based on commodity sale. 
2. A gas company should be permitted to include in its standard rules and 
regulations a provision that bills shall be increased to offset any new or i 
creased specific tax or excise imposed by any governmental authority upon 
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RE CONSUMERS POWER CO. 


the company’s production, transmission, or sale of gas, the amount of which 
tax or excise is measured by the unit or units of such commodity, p. 131. 


[March 20, 1941.] 


PPLICATION by public utility company for authority to in- 
A clude tax clauses in rules and regulations covering sale of 
gas; granted. 


By the Commission: The Con- 
sumers Power Company filed with this 
Commission an amended petition on 
March 19, 1941, requesting approval 
of the Commission for the inclusion 
of tax clauses as Rule 19 in its stand- 
ard rules and regulations governing 
the sale of gas. 

[1] It is represented by the peti- 
tioner that it now has on each of its 
rate schedules a tax clause which pro- 
vided that “the standard rates of the 
company will be increased within the 
limits of the municipalities who levy 
special taxes, license fees, or street 
rentals so as to offset such charges 
and prevent customers in other local- 
ities from being compelled to share 
any portion of such local increases.” 
Since the foregoing provision applies 
to all the schedules, it appears advisa- 
ble to include the provision in the 
standard rules and regulations of the 
company applying to the sale of gas. 

[2] The petitioner also desires to 
include in its standard rules and regu- 
lations pertaining to the sale of gas a 
tax clause to offset any new or in- 
creased tax imposed by any govern- 
mental authority on the company’s 
production, transmission, or sale of 
gas which will enable the company, 
should such a contingency arise to 
meet the situation without the necessi- 
ty of, at that time, making adjust- 
ments in its rates to offset such new 
or increased tax. 


131 


After careful consideration of this 
matter the Commission is of the opin- 
ion that the incorporation of the tax 
clause in the standard rules and regu- 
lations of the company governing the 
sale of gas is desirable and is in the 
public interest. 

Now, therefore, it is hereby or- 
dered by the Michigan Public Service 
Commission that the following rules 
and regulations shall be and the same 
are hereby approved effective April 1, 
1941: 


Special Taxes 


(a) In municipalities which levy 

special taxes, license fees, or street 
rentals against the company, and which 
levy has been successfully maintained, 
the standard of rates shall be increased 
within the limits of such municipali- 
ties so as to offset such special charges 
and thereby prevent the customers in 
other localities from being compelled 
to share any portion of such local in- 
crease. , 
(b) Bills shall be increased to off- 
set any new or increased specific tax 
or excise imposed by any govern- 
mental authority upon the company’s 
production, transmission, or sale of 
gas, the amount of which tax or ex- 
cise is measured by the unit or units of 
such commodity. 

It is further ordered that the Con- 
sumers Power Company shall prompt- 
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ly amend its rate schedule now on file _ the petition of any interested party to 
with this Commission in conformity inquire into and investigate the rea. 
with this order and Commission’s or- _sonableness of any rule, regulation, or 
der D-3096 governing the filing of practice hereby approved. 
such schedules. The Commission retains jurisdic. 
It is further ordered that the ap- tion of the matters herein contained 
proval herein given is without preju- and the right to issue such further 
dice to the power of the Commission order or orders as the circumstances 
at any time on its own motion or on may require. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE 
DIVISION, PUBLIC SERVICE COMMISSION 


Board of Trustees of Village of 
Baldwinsville Bald 


the 
Vv the 1 


Central New York — Corporation 


York 
ing 

comy 
[Case No. 10411.] twee 


Rates, § 57 — Jurisdiction of Commission — Street lighting service — Ex- the ( 
istence of contract. ratio 

1. The Commission has no jurisdiction over street lighting rates if there fm that 

is an existing contract for the rendering of municipal service, p. 133. The 


Rates, § 232 — Municipal contract — Termination — Required notice — Stree Com 
lighting. Pow 

2. Discussion between the parties to a contract for municipal street light- J repli 

ing as to a new agreement does not terminate the existing contract unless j a 

by statements or acts there appears to be a mutual agreement to cancel; of | 

and the fact that during such discussion a company does not inform a vil ! 

lage that it considers the old contract still in effect, or as to the necessity The 

to serve written notice as required by the contract, would not constitute aj tract 
mutual agreement or understanding that the contract is to terminate or ville 

a waiver of the written notice provided for in the contract, p. 133. ing 


Principal and agent — Authority of local manager — Termination of contract —@ 194( 
Municipal street lighting. (1 
3. A contract for municipal street lighting would not be terminated with- 5th 
out written notice provided for in the contract even though a local managet  ~ 
of the utility company states that the contract will terminate, where it ap Mon 
pears that he is not an officer of the company and there is no showing miss 
that he is such a representative of the company as can be assumed to have ip, , 
ogee to act for the company in declaring the contract terminated, p. Und 
133. 
[June 10, 1941.] sion, 
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BALDWINSVILLE v. CENTRAL NEW YORK POWER CORP. 


OMPLAINT by a village against electric street lighting rates; 
dismissed for lack of jurisdiction. 


APPEARANCES: W. H. Wormuth, 
Baldwinsville, Mayor, village of Bald- 
winsville; Sydney Cooper, Baldwins- 
ville, Attorney, for the village of Bald- 
winsville; L. Mackler, New York city, 
Consulting Engineer, for the village 
of Baldwinsville; LeBoeuf, Machold 
& Lamb (by Lauman Martin), New 
York city, Attorneys, for the Central 
New York Power Corporation. 


BREWSTER, Commissioner: The 
board of trustees of the village of 
Baldwinsville filed a complaint with 
the Commission, complaining as to 
the rates charged by the Central New 
York Power Corporation for light- 
ing the streets of the village. The 
complaint referred to a contract be- 


tween the village of Baldwinsville and 
the Central New York Power Corpo- 
ration for street lighting and alleged 
that it expired November 15, 1940. 
The complaint was served by the 
Commission on the Central New York 


Power Corporation. That company 
replied by filing an answer stating that 
it appeared specially on the question 
of jurisdiction of the Commission. 
The company alleged that the con- 
tract between the village of Baldwins- 
ville and the company for street light- 
ing did not expire on November 15, 
1940, and was still in effect. 

[1] A hearing was held on April 
25th for the purpose of taking testi- 
mony to determine whether this Com- 
mission had jurisdiction to determine 
the rates to be charged by the village. 
Under the practice of the Commis- 
sion, it will assume jurisdiction where 


133 


¥ 


there is no existing contract but can- 
not under the law assume jurisdiction 
if there is an existing contract for 
the rendering of municipal service. 

[2,3] Under date of December 2, 
1935, the Syracuse Lighting Compa- 
ny, Inc. (now Central New York 
Power Corporation), and the village 
of Baldwinsville executed a contract 
for the furnishing by the utility com- 
pany to the village of electricity for 
street lighting. Article Fourteenth of 
the contract entered into between the 
parties reads as follows: 


“Fourteenth. This agreement shall 
be and remain in force for a term of 
five years from the fifteenth day of 
November, 1935, through the four- 
teenth day of November, 1940, and 
thereafter from year to year unless 
and until canceled and terminated by 
either party hereto at the end of the 
said 5-year term or at the end of 
any contract year subsequent thereto 
upon one year’s prior notice in writ- 
ing to the other party hereto of its in- 
tention so to do.” 

It is the contention of the company 
—and no evidence was introduced at 
the hearing to the contrary—that nei- 
ther party served a written notice of 
its intention to terminate the contract. 
Clause Fourteenth requires such no- 
tice to be served one year prior to its 
termination. 

It appeared from the testimony of 
Mr. Dudley, an officer of the company 
in charge of operations in the Syra- 
cuse-Oswego Division, including the 
village of Baldwinsville, that service 
by the company has been continued to 
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the village and that monthly bills have 
been rendered by the company to the 
village since November, 1940, in a 
monthly amount of $536.68 which it 
was stated was in accordance with the 
contract prices. He also stated that 
the village had made payments De- 
cember 17, 1940, January 23, 1941, 
February 22, 1941, and March 20, 
1941, of bills rendered in accordance 
with the contract prices. It appears 
that at least one check was marked 
“paid under protest.” 

Mr. William H. Wormuth, mayor 
of the village, testified that about the 
middle of October, 1940, he discussed 
with Mr. Schultz, the resident mana- 
ger of the company in the village of 
Baldwinsville, the street lighting con- 
tract. The mayor told Mr. Schultz 
that the contract would expire in No- 
vember and Mr. Schultz said that he 
would look it up and let the mayor 
know. The mayor states that two or 
three days afterwards Mr. Schultz 
called at the town hall and informed 
him,—‘‘You are right, the contract 
expires November 15th,” and that the 
mayor then asked Mr. Schultz for 
proposals for increased lighting of the 
village and that thereafter the compa- 
ny submitted such proposals. 

Mr. Schultz testifying denied that 
he told the mayor that the contract 
had expired. 

It appears that new proposals for 
service, including additional lighting, 
were presented by the company to the 
village. It also appears that the com- 
pany offered to enter into a new con- 
tract with the village whereby the 
service of the present lighting system 
would be furnished for $290 less per 
year than under the old contract. 

Construing Article Fourteenth of 
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the contract, it seems clear that for 
either party to terminate this contract 
at the end of the 5-year period or at 
the end of any contract year subse. 
quent thereto, one year’s prior notice 
in writing must have been given to 
the other party. Concededly, no writ. 
ten cancellation notice was served by 
the village upon the company either 
one year prior to the expiration of the 
5-year period or thereafter. 

If no written notice of intention to 
terminate the contract was served, the 
contract could be terminated by mv- 
tual agreement that the contract had 
come to an end. It appears that there 
was discussion as to a new contract 
both for the existing lighting system 
and for an improved lighting system. 
Discussion between parties to a con- 
tract of a new agreement does not ter- 
minate the existing contract unless by 
statements or acts there appears to 
be a mutual agreement to cancel. It is 
the contention of the village that dur- 
ing the discussion as to a new contract 
the company did not inform the vil- 
lage that it considered the old contract 
still in effect or the necessity to serve 
written notice. This, however, would 
not constitute a mutual agreement or 
understanding that the contract was to 
terminate at the end of the 5-year 
period or a waiver of the written no- 
tice provided for in the contract. 

Were there such negotiation and 
conversations between the parties that 
it can be said that the utility is es- 
topped from denying that there had 
been waiver of the necessity of giving 
one year’s notice? I believe that 
there are no facts in the record upon 
which such a finding can be made. It 
is clear that the company did negotiate 
with the village relative to a new con- 
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tract and that there was disagreement 
and no acceptance upon the part of 
the village of a new contract. 

It is true that the mayor states that 
Mr. Schultz, the resident manager of 
Baldwinsville, stated after looking the 
matter up that the contract would ter- 
minate at the end of the 5-year period 
but this is denied by Mr. Schultz. As- 
suming that the mayor is correct and 
that Mr. Schultz did make the state- 
ment, it appears that Mr. Schultz was 
not an officer of the company and 
there is no showing in the record that 
he was such a representative of the 


authority to act for the company in 
declaring the contract terminated. He 
is not shown to have been a company 
agent with managerial functions. 

We are not now passing upon the 
merits of the rates and charges made 
to the village and our decision is limit- 
ed to the question of whether the con- 
tract is still in effect. 

It is my opinion that the contract 
is still in force and that the Commis- 
sion has no jurisdiction to proceed to 
fix rates for the street lighting serv- 
ice for the village. An order closing 
this proceeding accompanies this mem- 
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Return, § 11 — Prudent investment — Surplus earnings. 
3. Surplus earnings of a public utility company properly acquired which 
are prudently invested in plant are included in the rate base and the com. 
pany is fairly entitled to a fair return on the surplus so invested, p. 137, 


Valuation, § 216 — Site for generating plant 
4. Land acquired by an electric company for the construction of a new 
plant, part of which is used in connection with a high-tension substation 
and transmission lines and spur tracks, which land may be necessary for 
the eventual construction of a generating plant, should be included in the 
rate base when the investment was prudent, p. 140. 


Expenses, § 86 — Payments to affiliates — Electric supply — Comparison of rates, 
5. An electric utility company receiving its power supply under contract 
with an affiliated company should receive as low a rate as does another 
corporation receiving fairly comparable service, and the resulting reduction 
in operating expenses should be passed on to customers, p. 140. 


§ 230 — Contract for street lighting. 

6. The Commission should not revise a contract for street lighting service 
entered into by an electric utility company and qualified officials of a mu- 
nicipality, representing the taxpayers, in the absence of evidence indicating 
substantial injustice because of excessively high rates, since as a matter of 
principle a contract between competent and independent parties entered 
into willingly should not be interfered with by a regulatory body except for 
adequate and compelling reasons in the public interest, and the sanctity of 
contracts should not be easily violated or impaired, p. 140. 


[June 16, 1941.] 


ETITION for electric rate reduction and for review of contract 

for street lighting, together with investigation by Depart- 

ment on its own motion as to street lighting rates and price paid 

for electricity under contract with affiliated company; rate re- 
duction ordered. 


¥ 


APPEARANCS: Raymond T. King, rates for electricity. We proceed to 


Special Counsel, James M. Carroll, 
City Solicitor, and Edward B. Cooley, 
Assistant Counsel, for the mayor of 
the city of Springfield; W. Rodman 
Peabody, David Pokross, Ralph W. 
Crowell, and Howard W. Brown, for 
the United Electric Light Company. 


By the DEPARTMENT: As the ti- 
tles indicate these cases all relate to 
the same subject and are considered 
together. The principal issue to be 
decided is whether the United Electric 
Light Company is charging excessive 
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decide the issues bearing on the main 
point. 

The par value of the outstanding 
capital stock of the United Electric 
Light Company is $5,539,375; the 
premiums paid thereon into the treas- 
ury of the company amount to $4, 
836,971; and the surplus as of De- 
cember 31, 1940, was $2,080,458; 
making the total of the stock, pre- 
mium, and surplus $12,456,804. 

In 1939 and 1938 the stock, pre- 
mium, and surplus were about the 
same as in 1940. Nearly all the sur- 


136 





vhich 
com- 
137, 


new 
ation 
r for 
1 the 


rates, 
tract 
other 
ction 


SPRINGFIELD v. UNITED ELECTRIC LIGHT CO. 


lus is invested in plant. As of De- 
cember 31, 1940, the company’s in- 
yestment in plant was $17,760,000 
and its reserve for depreciation was 
$4,270,389. Its investment in plant 
less the reserves for depreciation was, 
as of that date, $13,489,611. Includ- 
ed in the last-mentioned sum, how- 
ever, is plant the acquisition of which 
was financed by notes aggregating 
$1,500,000 on which interest is al- 
lowed and paid at the rate of 2.9 per 
cent per annum and on which no re- 
turn is allowable to the company. 

The company’s reserves for depre- 
ciation were 26.02 per cent of its de- 
preciable property at the end of 1940 
and the percentage has been about the 
same since 1935. 

The net earnings of the company 
for the year 1940 available for divi- 
dends were $945,139; a return equal 


to 7.59 per cent on stock, premium, 


and surplus. In 1939 the net earn- 
ings available for dividends were $1,- 
010,018, a return equal to 8.11 per 
cent on stock, premium, and surplus; 
and in the year 1938 the net earnings 
available for dividends were $930,- 
027; a return equal to 7.48 per cent 
on stock, premium, and surplus. 

In support of the claim of excessive 
tates made in behalf of the city of 
Springfield it is contended that much 
of the company’s plant has been fully 
depreciated and has become obsolete 
or useless and that the operating ex- 
penses of the company can be reduced 
by a review of the price it pays for 
dectricity which it purchases from 
the Turners Falls Power and Electric 
Company. The price the city of 
Springfield pays the company for 
street lighting under a special contract 
is also alleged to be excessive and re- 
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lief from the charges provided in the 
contract is sought. 

[1-3] It has been strenuously con- 
tended for the city that the company’s 
steam-generating plant located at the 
foot of State street in Springfield “is 
obsolete and completely depreciated” 
and that its entire cost should be taken 
from the plant account and charged 
to the depreciation reserve. The re- 
sult would be that this plant, costing 
$3,656,098 would be removed from 
the rate base and would therefore 
yield no return to the company. 

The facts do not in the least sup- 
port the contention against the State 
street plant. While it is true that the 
State street steam-generating plant is 
an old one and its generating equip- 
ment has become outmoded by the 
modern development of more efficient 
units capable of generating electricity 
more economically it is, nevertheless, 
in good operating condition and has 
for many years been operated as a re- 
serve or standby unit, both used and 
useful, to insure for the customers of 
the company a constant and assured 
supply of electricity in connection 
with the company’s other sources of 
supply. It is also used as a distribut- 
ing station. The following table 
shows the kilowatt hours of electricity 
generated at the State street plant dur- 
ing the past nineteen years. 


Year Kw. Hr. Generated 
NORE ob cc din cucceoedewauddacuseey ee 
1923 61,797,800 
1924 .... 62,371,800 
j 46,651,100 
1926 67,629,300 
1927 42,107,900 
MR ee woud ck ce eee Meena ae 37 083,200 
1929 76,309,200 
1930 

1931 
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Kw. Hr. Generated 

25,600 

23,178,710 

19,952,473 

4,138,000 

29,398,200 

71,156,900 

From 1932 to 1938 no substantial 
amount of electricity was generated at 
the State street plant, but in 1940 it 
was necessary to generate there 71,- 
156,900 kilowatt hours of electricity, 
approximately 36 per cent of total re- 
quirements. It is decisive of the is- 
sue that the demands made upon the 
company for electricity in that year 
could not have been supplied by the 
company had not the State street plant 
been available to generate much of it. 
The year 1940 was a low-water year, 
so-called, and the Turners Falls Pow- 
er and Electric Company, from which 
the company purchases most of its 
electric power, was unable to supply 
sufficient electricity to satisfy the re- 
quirements of the United Electric 
Light Company. The lack of water 
in the Connecticut river was the rea- 
son. On the other hand, 1938 was a 
good water year for the Turners Falls 
Company, consequently little electrici- 
ty had to be generated at the State 
street plant. In 1940 the Turners 
Falls Power and Electric Company 
generated 234,153,100 kilowatt hours 
of electricity and in 1938, 340,406,- 
300 kilowatt hours were generated. 
The installed electric generating 
capacity at the State street plant con- 
sists of two 5,000-kilovolt ampere 
turbo-generators installed in 1910 and 
1913, respectively, one 20,000-kilo- 
volt ampere turbo-generator installed 
in 1917, and one 25,000-kilovolt am- 
pere turbo-generator installed in 1921, 
a total of 55,000-kilovolt ampere of 
installed generator capacity. The firm 
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capacity of the plant, arrived at by 
deducting the capacity of the largest 
generator from the total capacity of 
the plant, is 30,000-kilovolt ampere 
or 24,000 kilowatts at 80 per cent 
power factor. The station’s maximum 
output is limited by boiler capacity to 
35,000 kilowatts. 

In the face of the present extraor- 
dinary need for electricity it is com. 
mon knowledge that there has de. 
veloped along the Atlantic Seaboard a 
fuel shortgage which directly affects 
the Western Massachusetts Compa- 
nies. For some years a large quantity 
of surplus steam capacity has been 
made available through the Connecti- 
cut Valley Power Exchange from the 
Hartford Electric Company plant in 
Connecticut. The mercury boiler at 
Hartford operates best with oil as fuel 
but in view of the fuel shortgage it 
was necessary to curtail production. 
The Connecticut Valley Power Ex- 
change has therefore notified the 
Turners Falls Power and Electric 
Company that it will no longer be able 
to deliver surplus power to the West- 
ern Massachusetts Companies. Tak- 
en together with the low water condi- 
tions so recently prevalent in the Con- 
necticut and Deerfield rivers there 
exists a definite need for every source 
of supply of electricity in western 
Massachusetts. 

These reasons, together with oth- 
ers, such as the difficulty of obtaining 
new generating units, impel us to find 
that at the present time and under ex- 
isting circumstances, including the 
present national emergency, the State 
street steam-generating plant is an im 
portant and necessary unit, both used 
and useful, and essential to assure for 
the customers of the United Electric 
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Light Company an adequate and con- 
stant supply of electricity. 

This finding is supported by what 
has now become a_ well-established 
principle of rate determination in this 
commonwealth that capital which 
stockholders have invested in a utili- 
ty company and which in turn has 
been prudently invested by the com- 
pany’s management in useful plant 
with which to carry on the business of 
the company is entitled to a fair re- 
tun. This return on capital so in- 
vested is one of the elements which 
make up the compensatory rates con- 
sumers pay for the service the utility 
furnishes. Capital so invested consti- 
tutes the rate base, so-called. As a 
corollary it follows that property 
which has become obsolete and is no 
longer used or useful should be re- 
moved from the rate base and placed 
in an account which does not figure in 
the price the consumer has to pay. 
The equities of this principle are read- 
ily apparent. The company is not de- 
prived of its rights of ownership in 
such property but only of a return on 
it and the consumer is not required to 
pay a return based upon the original 
value of the property no longer used 
or useful. Obsolescence and deprecia- 
tion are provided for by reserves set 
up and maintained for those pur- 
poses. 

A return is permitted on the orig- 
inal investment regardless of the age 
of particular plant units so long as 
these units are used or useful and the 
obsolescence and depreciation of plant 
are provided for by reserves for de- 
preciation on which no return is al- 
lowed but which may be fairly given 
some weight in determining rates. 
See Customers v. Northampton Elec- 
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tric Lighting Co. (1933) DPU 
4370, 36 PUR(NS) 353. 

The result of the application of this 
principle is that the original value of 
used and useful plant is maintained 
and we have fundamentally a stable 
rate base. Surplus earnings of the 
company properly acquired which are 
prudently invested in plant are also in- 
cluded in the rate base and the com- 
pany is fairly entitled to a fair re- 
turn on the surplus so _ invested. 
Surplus has been determined judi- 
cially to be the company’s property, 
therefore the company may declare 
its surplus as dividends, but if it 
elects instead to invest it in plant 
the customers are served by that 
plant, which may be financed by the 
issue of capital stock. It is only fair 
under such circumstances that a re- 
turn should be permitted as well in the 
case of surplus prudently invested in 
plant as in the case of plant which is 
capitalized by the issue of stock. In 
other words, plant acquired by the use 
of surplus as properly belongs in the 
rate base as plant acquired with the 
proceeds of a stock issue. Fall River 
Gas Works Co. v. Gas & E. L. Comrs. 
(1913) 214 Mass 529, 102 NE 475; 
Northampton Electric Lighting Co. 
Case, supra. 

Upon all the evidence and by the ap- 
plication of the rule stated therefor, 
we easily come to the conclusion that 
no reason presently exists for the re- 
moval of the State street steam-gener- 
ating plant from the company’s pro- 
ductive plant investment usefully em- 
ployed in serving the customers of 
the United Electric Light Company; 
but on the contrary, that the public 
interest will be served by its re- 
tention. 
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[4] The land in West Springfield 
was acquired by the company in 1927 
at a time when the demand for elec- 
tricity was increasing at such a rate as 
to require new generating capacity by 
the construction of a new plant. The 
management purchased the land as the 
most desirable and available site for 
the proposed new generating plant. 
After the land was acquired the com- 
pany became affiliated with the Turn- 
ers Falls Power and Electric Company 
and the contemplated generating plant 
was not constructed. No contention 
is made that the company’s manage- 
ment acted unwisely in acquiring the 
land nor do we think that the manage- 
ment can be justly criticized for re- 
taining it. The carrying charges are 
not large. Part of the land is used 
in connection with the high-tension 
substation and transmission lines and 
spur track leading thereto. It is not 
at all certain that it may not be nec- 
essary for the eventual construction 
of the steam-generating plant origi- 
nally contemplated if and when such 
construction becomes necessary. The 
investment in this land must still be 
regarded as prudent. 

[5,6] On October 6, 1937, Unit- 
ed Electric Light Company by a spe- 
cial contract effective as cof November 
1, 1937, agreed to purchase from 
Turners Falls Power and Electric 
Company electricity for a period of 
five years and thereafter until the con- 
tract should be terminated upon 
twelve months’ written notice to that 
effect. 

Under the contract United Electric 
Light Company is required to pay for 
electricity purchased, as follows: 
39 PUR(NS) 


(a) Service charge of $40,000 a 
amounting to $480,000 a year aga 
guaranteed 20,000 kw. at $24 per kw, 


(b) For all kilowatt hours taken up to and 


including 3,000 times the maximum de. 
mand a year at $.006 a kilowatt hour. 


(c) For all kilowatt hours in excess of 3,00 
times the maximum demand a year 3 
$.004 a kilowatt hour. 


(d) In addition, a coal clause charge, 50. 
called, of $.000.1 a kilowatt hour for 
each cent ($.01) by which the aver. 
age market value of coal at Springfield 
exceeds $5 a net ton. 

The application of the above rates 
to the electricity purchased by the 
United Electric Light Company dur- 
ing the year 1940 resulted in the fol- 
lowing charges: 


Service charge 12 months @ 


$40,0' 
57,000,000 kw. hr. @ $.006 .... 
52,529,000 kw. hr. @ $.004 .... 
Coal clause charge 


In addition to the electricity pur- 
chased under the contract in 1940 the 
company purchased from the Turners 
Falls Power and Electric Company 2,- 
730,040 kilowatt hours for $41,- 
950.60 at 15.37 mills per kilowatt 
hour. The total purchased from 
Turners Falls Power and Electric 
Company under the contract and in 
addition to it amounted to 112,259,040 
kilowatt hours for which the company 
paid $1,170,182.41, an average cost 
of 10.42 mills per kilowatt hour. This 
price is said to be excessive. 

The applicable statutes are General 
Laws, Chap. 164, §§ 94A, 94B and 
94C inserted by Stats. 1935, Chap. 
pad. 

In the investigation conducted by 
the Department of the rates, prices, 
and charges under the contract be- 
tween the company and the Turners 
Falls Power and Electric Company, 
the Department’s engineers assumed 


140 





SPRINGFIELD v. UNITED ELECTRIC LIGHT CO. 


and estimated that had a new steam 
generating plant been erected on land 
of the company at West Springfield 
with capacity sufficient to meet the 
demands upon the company for elec- 
tricity in the year 1940 substantial 
savings would have resulted to the 
company under the cost of purchasing 
electricity from Turners Falls Power 
and Electric Company. The com- 
pany offered competent expert testi- 
mony to show that generating units 
should have been installed, in the hy- 
pothetical case, of sufficient capacity 
to serve not only the company’s pow- 
er requirements for 1940 but also the 
reasonably expected future increase in 
demand for electricity and that the ap- 
propriate units would result in a cost 
for power in excess of the amounts 
paid to the Turners Falls Power and 
Electric Company. If the premise 
adopted by the Department’s engineers 
is correct it would follow that the price 
paid to Turners Falls Company is 
excessive and, on the other hand, if 
the company’s premise is correct then 
the price paid Turners Falls Company 
is reasonable, if this method of com- 
parison is adopted. Whether, in mak- 
ing a comparison of costs by assuming 
the construction of a new plant as of 
1940, all conditions, including demand 
for service, should be assumed only 
for the period under consideration, or 
whether expected future requirements 
for power should be assumed and con- 
sidered poses a question which has 
merit on both sides. We therefore 
deem it undesirable to decide the prin- 
cipal question involved by recourse to 
that rationally disputable method. 
We prefer to come to a decision by 
making a different comparison. 


The United Electric Light Com- 
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pany is the largest purchaser of elec- 
tricity from the Turners Fal's Power 
and Electric Company, purchasing 
nearly 32 per cent of the total firm out- 
put in 1940, nevertheless it does not 
enjoy the lowest rate. The Fisk Rub- 
ber Corporation of Chicopee pur- 
chased from Turners Falls Power and 
Electric Company in 1940 about 7 
per cent of the total firm output, or 
26,159,000 kilowatt hours for $224,- 
467.34, a rate of .858 cents per kilo- 
watt hour. This was .184 cents less 
than the 1.042-cent rate per kilowatt 
hour paid by the United Electric Light 
Company. Translated into dollars, 
the United Electric Light Company 
would have saved $206,556 in 1940 if 
it had been charged as low a rate as 
was the Fisk Rubber Corporation. 


The annual service charge of $480,- 
000 places an unjust burden on the 
United Electric Light Company, dur- 
ing low water years especially, because 
as the amount delivered by Turners 
Falls Power and Electric Company to 
the United Electric Light Company 
is reduced the price per kilowatt hour 
increases. 

The service to the Fisk Rubber 
Corporation is, in our opinion, fairly 
comparable to that furnished the Unit- 
ed Electric Light Company, and we 
perceive no sound reason why the 
United Electric Light Company, a 
company affiliated with the Turners 
Falls Power and Electric Company 
and its largest customer, should not 
receive as low a rate as does the Fisk 
Rubber Corporation. 

In defense of its position the com- 
pany raises four principal distinctions 
which we proceed to discuss but which 
do not affect our conclusion. They 
are, that there is only one point of 
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delivery to Fisk Rubber Corporation 
while there are four points of delivery 
to the United Electric Light Compa- 
ny; that the power factor of the Fisk 
Corporation is more favorable than 
that of the United Electric Light 
Company; that the load factor of the 
Fisk Corporation is better than that 
of the United Electric Light Com- 
pany; and that under the rates in the 
Fisk contract it would have cost the 
United Electric Light Company more 
for its purchased power than under 
its own contract. 

There are four points at which the 
United Electric Light Company may 
receive energy from the Turners 
Falls Power and Electric Company, 
namely, West Springfield substation, 
East Springfield substation, Agawam 
substation, and Feeding Hills substa- 
tion. It does not appear that much, if 
any, energy was delivered to the lines 
During 


at Feeding Hills in 1940. 
1940 the United Electric Light Com- 
pany purchased 109,529,000 kilowatt 
hours through the East Springfield 
and West Springfield substations or 
approximately 55,000,000 kilowatt 
hours at each point as compared to the 


26,159,000 delivered to the Fisk 
Company. At each of the two 
main points of delivery to United 
Electric Light Company, therefore, 
approximately twice as much electric- 
ity was delivered at each point as was 
delivered to the one point of the Fisk 
Rubber Corporation. At the Aga- 
wam substation, the fourth point of 
delivery to United Electric Light 
Company, 2,730,040 kilowatt hours 
were delivered in 1940 at an average 
rate of 15.4 mills per kilowatt hour. 
The United Electric Light Company 
owns the substations at East Spring- 


39 PUR(NS) 


field and West Springfield and in addi. 
tion to maintaining these 66,000-vol 
substations, pays for the transforma. 
tion losses in stepping down the volt. 
age from 66,000 volts to 13,200 volts, 
The Turners Falls Company delivers 
and meters the energy delivered to the 
Fisk Corporation at 13,200 volts and 
thus absorbs the transformation loss 
as well as profiting from the fixed and 
maintenance costs of a substation. 

As to the power factor, during the 
year 1940 the Fisk Corporation did 
maintain a power factor of 93 per cent 
to 95 per cent for billing purposes, 
If the power factor of the Fisk load 
had dropped to 83 per cent, an addi- 
tional charge of four-tenths of a mill 
for each kilowatt hour would have 
been paid, so that if the power factor 
of the Fisk Corporation was about 
the same as the United Electric Light 
Company the Fisk Corporation cost 
would have increased only about 4.65 
or $10,646. The difference on this 
ground is relatively unimportant. 

As to the load factor, the maximum 
billing peak of the Fisk Rubber Com- 
pany in 1940 was 5,850 kilowatts and 
the consumption for the year was 26- 
159,000 kilowatt hours. In 1940, 
therefore, the Fisk Rubber Company 
had a 1940 load factor of 51 per cent. 
Under the terms of the United Elec- 
tric Light Company contract only 20,- 
000 kilowatts are guaranteed for de- 
livery, all excess kilowatts delivered 
over this amount being at the discre- 
tion of the Turners Falls Company. 
It follows, therefore, that based on a 
firm delivery of 20,000 kilowatts and 
of purchased energy of 112,259,040 
kilowatt hours the United Electric 
Light Company had a load factor on 
purchased energy of 64 per cent com- 
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pared to a load factor of 51 per cent 
of the Fisk Company. This disproves 
the company’s contention that the load 
factor of the Fisk Company makes its 
load more desirable and deserving of 
a better rate than United Electric 
Light Company. 

With reference to the company’s 
contention that the Fisk rates would 
have cost United Electric Light Com- 
pany more than under its own con- 
tract, the chief engineer of the com- 
pany testified that the average of the 
four highest peaks of the United Elec- 
tric Light Company for energy pur- 
chased from Turners Falls Company 
was 39,500 kilowatts and used this 
figure in computing what the cost to 
United Electric Light Company would 
have been if the company had paid for 
its purchased energy at the rates in 
the Fisk contract. 


What the chief engineer failed to 


point out was that Turners Falls was 
not delivering firm capacity of 39,500 
kilowatts at that time and could not 
guarantee to deliver this capacity at 


all times. The United Electric Light 
Company contract calls for delivery of 
only 20,000 kilowatts and it is on this 
figure that delivery of kilowatts should 
be based. 


The United Electric Light Com- 
pany pays a service charge of $24 a 
year per killowatt, whereas the Fisk 
Company pay only $18 a year per 
kilowatt. A comparison of the Unit- 
ed Electric Light costs in 1940 under 
the two contracts is as follows: 


United Electric Fisk 
Light Contract Contract 
$480,000.00 $360,000.00 
594,066.60 617,424.72 
96,115.81 


$1,170,182.41 $977,424.72 


Service charge ... 
Energy charge ... 
Coal charge 
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From the foregoing the United 
Electric Light Company would have 
saved $192,757.69 if it had purchased 
under the rates of the Fisk contract. 


There remains the matter of the 
contract between the city of Spring- 
field and the United Electric Light 
Company for street lighting. This 
contract was entered into on Novem- 
ber 19, 1934, for ten years, was in a 
form approved by the then city solici- 
tor and was executed by the then 
mayor of the city of Springfield and 
approved by the board of supervisors. 
Following a request by the city to do 
so, the Department made an investiga- 
tion of the rates, prices, and charges 
which the city has been paying the 
company for electricity purchased for 
street lighting purposes. This was 
done in accordance with the provi- 
sions of General Laws, Chap. 164, 
§ 94. It is manifest that if the De- 
partment, in the exercise of the discre- 
tion given it by the statute, should in 
effect reduce the contract price the re- 
duction would benefit not the custom- 
ers of the company so much as the tax- 
payers. The taxpayers of Springfield 
may fairly be said to have been repre- 
sented when the contract was signed 
by its duly qualified officials and in the 
absence of evidence indicating sub- 
stantial injustice because of excessive- 
ly high rates we are of the opinion, as 
matter of principle, that a contract 
between competent and independent 
parties entered into willingly should 
not be interfered with by a regulatory 
body except for adequate and compell- 
ing reasons in the public interest. The 
sanctity of contracts should not be 
easily violated or impaired. No valid 
reasons appear for our intervention in 
this case. In the street lighting con- 
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tract some charges are higher than in 
other localities and some are lower. 
However, we are not able to say that 
in the aggregate the charges are so 
large as to warrant revision of the 
contract. 

Under existing conditions, the in- 
evitable effect of which on utility com- 
panies has been refered to in recent 
orders of this Department, we are of 
the opinion that the net earnings of 
the company cannot be said to be ex- 
cessive or unreasonable, with a single 
qualification. The contract between 
the United Electric Light Company 
and the Turners Falls Power and Elec- 
tric Company, two closely affiliated 
companies as that is defined in General 
Laws, Chap. 164, § 85 as amended by 
Stat. 1935, Chap. 335, § 2, provides 
rates and charges to be paid by the 
United Electric Light Company for 
power which are excessive and should 
be reduced by $200,000. In this con- 
nection, it must be observed that no 
evidence of bad faith was adduced 
and bad faith must not be inferred. 
Although the contract was made by 
affiliated companies it was made in 
good faith. The reduction will have 
no substantially detrimental effect 


upon the financial condition of the 
Turners Falls Power and Electric 
Company and it will result in a re. 
duction of the operating expenses of 
the United Electric Light Company 
which should be passed on to the cus- 
tomers. 

In 1939 the company reduced its 
rates by $161,000 based on the 1939 
revenue. The domestic customers did 
not share in that reduction. There. 
fore, it seems only fair that the en- 
tire reduction of rates herein ordered 
should inure to the benefit of the 
domestic customers of the United 
Electric Light Company. 

Thereupon, after numerous public 
hearings, investigation, and consid- 
eration, it is 

Ordered: That the United Elec- 
tric Light Company file a new sched- 
ule of rates and charges for electricity 
available to domestic customers, which 
new rates shall result in an estimated 
reduction in charges to said customers 
totaling not less than $200,000 per 
annum, based on 1940 consumption, 
and said new schedule shall be filed 
with the Department subject to its 
approval not later than June 24, 1941, 
to become effective July 1, 1941. 





SECURITIES AND EXCHANGE COMMISSION 


Re Manufacturers Trust Company 


[File No. 31-494, Release No. 2755.] 


Intercorporate relations, § 19.24 — Holding company exemption — Incidental 


holding company. 


1. A commercial banking company owning all the capital stock of a regis- 
tered holding company and approximately 15.3 per cent of the outstand- 
ing voting securities of another registered holding company, already granted 
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an exemption as a temporary holding company under § 3(a)(4) of the 
Holding Company Act, 15 USCA § 79c, which applied to the company’s 
situation, cannot be exempted under § 5(a)(3) of the act as an incidental 
holding company; the presence of the word “temporarily” in subdivsion 
(4) of § 3(a) negatived any contention that Congress intended that such 
an institution should receive an unqualified exemption, p. 149. 


Intercorporate relations, § 19.25 — Holding company exemption — Temporary 
holding company. 

2. A commercial bank should be granted further exemption under § 3(a) 
(4) of the Holding Company Act, as a temporary holding company, with 
respect to its continued ownership of voting securities of subsidiaries where 
the securities are of questionable value and should not be sold until re- 
organization and rearrangement of capitalization has been undertaken, p. 
149. 


Intercorporate relations, § 19.25 — Holding company exemption — Temporary 
holding company. 

3. A commercial bank should be granted further exemption for nine months 
under § 3(a)(4) of the Holding Company Act, as a temporary holding 
company, where it has seriously negotiated for the disposal of securities 
of a public utility subsidiary which is on a sound financial basis and has 
agreed to make every reasonable effort to divest itself thereof within nine 
months, p. 150. 


[May 17, 1941.] 


A PPLICATION for exemption of commercial bank from pro- 


visions of Holding Company Act under § 3(a)(3); 
application denied and further exemption under § 3(a)(4) 
granted. 


¥ 


APPEARANCES: E. M. Calkin, for by our order dated April 20, 1939, 


the Public Utilities Division of the 
Commission; Robert Pulleyn, of 
Simpson, Thacher & Bartlett, for 
Manufacturers Trust Company. 


By the Commission: Manufac- 
turers Trust Company, a banking in- 
stitution, owns all of the capital stock 
of Utility Service Company, a regis- 
tered holding company, and approxi- 
mately 15.3 per cent of the outstand- 
ing voting securities of New England 
Public Service Company, also a reg- 
istered holding company. A prior ap- 
plication pursuant to § 3 (a) (4) of 
the act, 15 USCA § 79c, was granted 
[10] 
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but that order imposed certain restric- 
tions effective December 31, 1940 
(see 4 SEC 845, 28 PUR(NS) 196, 
and Release No. 1504). On Decem- 
ber 4, 1940 Manufacturers Trust 
Company filed a new application for 
exemption, in this instance pursuant 
to § 3 (a) (3) rather than § 3 (a) 
(4) of the act. For the reasons here- 
inafter set forth, we find that appli- 
cant is not entitled to any exemption 
pursuant to § 3 (a) (3) of the act, 
but have somewhat enlarged the scope 
of the exemption heretofore granted 
pursuant to § 3 (a) (4) of the act. 
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Utility Holdings of Applicant and 
Utility Service Company 


Applicant owns all of the capital 
stock? and the entire outstanding debt 
of Utility Service Company; it also 
owns 200,000 shares of the common 
stock, representing about 15.36 per 
cent of the voting securities, of New 
England Public Service Company. 

Utility Service Company owns (1) 
48,483 shares of the common stock, 
representing about 3.72 per cent of the 
voting securities, of New England 
Public Service Company, (2) all of 
the common stock, representing 50.6 
per cent of the voting securities, of 
The Marion-Reserve Power Compa- 
ny, and (3) all of the common stock 
and 6,621 shares, or 66.2 per cent of 
the preferred stock, together repre- 
senting about 92 per cent of the vot- 
ing securities, of Eastern Minnesota 
Power Company. 

Eastern Minnesota Power Corpo- 
ration owns all of the common stock, 
representing about 47 per cent of the 
voting securities, of Wisconsin Hy- 
dro Electric Company. 


Brief Description of Holding and 
Public Utility Companies In- 
volved 

Utility Service Company 


This company was organized by 
the applicant in 1932 to hold utility 
securities which would otherwise have 
been acquired by applicant primarily 
as the result of loans made by one 
of its predecessors to certain subsid- 
iaries of Tri-Utilities Corporation 
and Middle West Utilities Company. 
Utility Service Company has always 


been operated more or less as a de. 
partment of the applicant. It has ney- 
er had any securities outstanding in 
the hands of the public, has never had 
any management or service contracts 
with its subsidiaries, and its transac- 
tions with them have been limited to a 
loan of about $156,000 made to Ohio 
Electric Company® which loan was 
subsequently canceled and to the ex- 
change of 9,101 shares of the pre- 
ferred stock of the Marion-Reserve 
Power Company for 3,000 shares of 
the latter’s common stock in connec- 
tion with a recapitalization effected in 
February, 1940, with the approval of 
this Commission. (6 SEC 835.) 

The capitalization of Utility Serv- 
ice Company as of October 31, 1940, 
was as follows: 
Long-term debt 
Capital stock 
Surplus 


27,070 1.97 
Total Capital stock and 
surplus 28,070 2.04 


Total Capitalization .. $1,376,070 100.00 


$1,348,000 97.96 
1,000 07 


During its corporate history Utility 
Service Company has received a total 
of $415,299 as dividends on the pre- 
ferred and common stocks of its sub- 
sidiaries. It has never paid a divi- 
dend on its capital stock, its income 
having been used for operating ex- 
penses and the payment of interest on 
the indebtedness owing to applicant. 
During 1937, 1938, 1939, and the 
first ten months of 1940, Utility Serv- 
ice Company paid applicant interest 
in the following amounts, respective- 
ly: $47,572, $49,944, $54,669, $45,- 
682. These sums represent all the 
moneys received by applicant from 





1 Consisting of 10 shares of a stated value 
of $100 each. 


2A subsidiary of Utility Service Company 
prior to its merger with the Marion-Reserve 
Power Company about October, 1938. 


39 PUR(NS) 146 





lan 
idet 
of 

195 
mo: 
whe 


RE MANUFACTURERS TRUST CO. 


Utility Service Company during these 
years. 


New England Public Service 
Company 


New England Public Service Com- 
pany, a former subholding company 
in the Insull dominated Middle West 
Utilities Company system, has nu- 
merous utility and nonutility subsid- 
jaries operating principally in the 
New England states. About 90 per 
cent of the common stock of this com- 
pany is now held in three substantial 
blocks—one being represented by ap- 
plicant’s direct and indirect holdings, 
another by about 307,005 shares 
owned by two subsidiaries of General 
Electric Company, and the remainder 
by the holdings of Northern New 
England Company, a registered hold- 
ing company. Other than applicant 
acting as copaying agent for Central 
Maine Power Company, Central Ver- 
mont Public Service Corporation, and 
Cumberland County Power and Light 
Company, three subsidiaries of New 
England Public Service Company, for 
which its annual remuneration is less 
than $500, there have been no inter- 
company transactions between it and 
said holding company or any of its 
subsidaries. The last-mentioned com- 
pany has paid no dividends on its 
common stock since applicant acquired 
its present holdings thereof. 

As of October 31, 1940, New Eng- 
land Public Service Company had div- 
idend arrearages on its several classes 
of preferred stock aggregating $18,- 
195,546; its net income for the twelve 
months then ending was $538,637; 
whereas its preferred stock dividend 
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requirements for this period were $2,- 
188,319. 

On the 11th day of September, 
1940, we issued a notice and order 
for hearing pursuant to § 11 (b) (2) 
of the act, 15 USCA § 79k, against 
Northern New England Company 
and New England Public Service 
Company. One of the issues which 
may arise in the pending proceedings 
resulting therefrom is whether or not 
the common stock of New England 
Public Service Company has an equity 
in the assets or earnings of that com- 
pany. Our present information indi- 
cates that the existence of a substan- 
tial equity is doubtful. 


The Marion-Reserve Power Company 


This company as it exists today is 
the result of two mergers effected in 
1936 and 1938 which brought togeth- 
er several electric utility companies 
operating in central and northeastern 
Ohio which were formerly part of the 
Middle West Utilities Company sys- 
tem. 

As of October 31, 1940, the capital- 
ization of the Marion-Reserve Power 
Company was represented by: 


Long-term Debt 
34% First mortgage 
$7,750,000 
1,171,875 
$8,921,875 
3,230,600 
660,000 


910,100 
1,102,771 


60.18 
21.79 
4.45 


6.14 
7.44 


$5 Preferred stock— 
32,306 shs. 
Common stock—33,000 


Total Common stock 


and surplus $2,672,871 


$14,825,346 


18.03 


Total Capitalization ... 100.00 
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For the twelve months ended Octo- 
ber 31, 1940, the Marion-Reserve 
Power Company had gross operating 
and other revenues of $3,507,610, a 
net income of $590,450, and earnings 
applicable to common stock of $427,- 
586. 

Applicant acts as transfer agent, 
registrar, and depositary for the 
Marion-Reserve Power Company but 
has had no other transactions with 
that company except those incident to 
the payment and discharge of the 
notes formerly held by applicant 
which were executed by the predeces- 
sors of this subsidiary when they were 
part of Middle West Utilities Com- 
pany. We have carefully scrutinized 
all of these transactions as well as 
those between Utility Service Com- 
pany and the Marion-Reserve Power 
Company and find no evidence of 
overreaching or unfair treatment. 


Eastern Minnesota Power Corpora- 
tion and Wisconsin Hydro Elec- 
tric Company. 


Eastern Minnesota Power Corpo- 
ration, a former subsidiary of Tri- 
Utilities Corporation, furnishes elec- 
tric energy to approximately 3,500 
customers residing in about 25 small 
towns in eastern Minnesota. It inter- 
changes power with its subsidiary, 
Wisconsin Hydro Electric Company, 
which supplies electricity to about 6,- 
500 customers located in western 
Wisconsin; the latter company also 
supplies manufactured gas in three 
towns in that area. 

The capitalization of these two com- 
panies as of October 31, 1940 was 
represented by: 


Eastern Minnesota Power Corporation 
Long-term debt $1,500,000 41.45 
Preferred stock—$6 no 

par, 10,000 shares .... 1,000,000 27.63 
2,309,399 63.81 


Common stock—no par .. 
Surplus—Earned (1,190,159) (32.89) 
Total common stock and ek 

surplus $1,119,240 30,92 


. +++ $3,619,240 100.00 


Wisconsin Hydro Electric Company 
Long-term debt $2,077,000 46.28 
Preferred stock 6%—$100 

par—11,953 shares . 1,195,300 26.64 
Common stock—no par... 1,055,200 23.5] 
Surplus—Earned 160,031 3,57 


—_— 


Total Capitalization 


Total common stock and 
surplus 


$1,215,231 27.08 
. +++ $4,487,531 100.00 


Total Capitalization 


The dividend arrearages on the pre- 
ferred stock of Eastern Minnesota 
Power Corporation as of October 31, 
1940, amounted to $460,000. For 
the year ending on that date the com- 
pany had a net income of $13,852; 
its annual preferred stock dividend 
requirements were $60,000. It will 
be noted that there is a substantial 
earned surplus deficit, and it was tes- 
tified that under the applicable state 
law the company can only pay divi- 
dends out of earned surplus. Utility 
Service Company has not received any 
dividends on the preferred stock of 
Eastern Minnesota Power Company 
since March 1, 1933, and has never re- 
ceived any dividends on its common 
stock holdings in this company. 

The dividend arrearages on the pre- 
ferred stock of Wisconsin Hydro 
Electric Company aggregated $388, 
472 as of October 31, 1940. The net 
income of this company for the pre- 
ceding twelve months was $65,110; 
the preferred stock dividend require- 
ments for the period were $71,718. 
Partial dividends were paid on the 
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preferred stock in the years 1936- 
1939 inclusive, but none were declared 
in 1940. No dividends have been 
paid on the common stock since the 
company was a subsidiary of appli- 
cant. 

On March 26, 1932, applicant 
loaned Wisconsin Hydro Electric 
Company $55,000; this loan was re- 
paid on April 25, 1932. There have 
been no other intercompany loans be- 
tween applicant or Utility Service 
Company and Eastern Minnesota 
Power Corporation or its subsidiary. 
Applicant acts as transfer agent, reg- 
istrar, coupon-paying agent, and de- 
positary for there two companies. 

Applicant’s witness testified that al- 
though the present management had 
as yet made no changes in the amount 
of outstanding securities of Eastern 
Minnesota Power Company that it 
had laid “the groundwork for even- 
tual clean-cut capitalization by elimi- 
nating from its books much in the 
way of doubtful plant account” ;* that 
the reorganization of both Eastern 
Minnesota Power Corporation and 
Wisconsin Hydro Electric Company 
had been considered but no definite 
plans therefor had yet been formulat- 
ed; and that although it was “highly 
doubtful’* that Utility Service Com- 
pany as a holder of Eastern Minnesota 
Power Company common stock would 
be entitled to anything in a reorgani- 
zation except the “right to put in a 
little more money,” there would be 
assets applicable to the common stock 
in a reorganization of Wisconsin Hy- 
dro Electric Company. 


Disposition of Application 

[1] In view of the fact inat there 
is no functional relationship between 
the applicant’s primary business, that 
of a commercial bank, and the opera- 
tion of electric and gas utility compa- 
nies located in New England, Ohio, 
Minnesota, and Wisconsin and _ be- 
cause of the almost specific applica- 
tion of subdivision (4) of § 3 (a) 
to applicant’s situation we cannot find 
that applicant is “only incidentally a 
holding company” which finding is 
necessary to the granting of the pres- 
ent application.’ It is therefore de- 
nied. 

The presence of the word “tempo- 
rarily” in subdivision (4) of § 3 (a) 
unequivocally negatives any conten- 
tion that Congress intended that an 
institution such as the applicant should 
receive an unqualified exemption from 
the provisions of the act. In other 
words, the language of the entire par- 
agraph clearly denotes a desire to give 
an applicant thereunder a reasonable 
time in which it might dispose of its 
public utility or holding company se- 
curities without being subject to the 
act. It is our opinion that generally 
speaking the continued retention of 
the control of a financially sound pub- 
lic utility company by an institution 
such as the applicant is in conflict with 
the policy of the act and is detrimental 
to the public interest and the interest 
of investors and consumers. On the 
other hand, we are equally cognizant 
of the harmful effect upon those same 
interests of the distribution of securi- 
ties of a problematical value. 


[2] Consequently, it is obvious 





8 Transcript 16. 
* Transcript 64. 
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5 See Re Cities Service Co. (1940) Holding 
aaa Release No. 2444, 36 PUR(NS) 


39 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


that in dealing with applicant’s situa- 


tion recognition must be accorded the © 


fact that a wide disparity exists in the 
character of the securities owned by 
applicant and its wholly owned sub- 
sidiary, Utility Service Company 
Considering the application under the 
provisions of § 3 (a) (4) of the act, 
we are of the opinion that a further 
temporary exemption is appropriate 
under that section. 

We believe that the common stock 
of New England Public Service 
Company is presently of such ques- 
tionable value that it should not be 
sold until we have determined the is- 
sues inherent in the pending § 11 (b) 
(2) proceeding with respect to said 
holding company. Applicant has 
agreed that unless at a subsequent date 
we specifically consent to the disposi- 
tion of its present holdings (both di- 
rect and indirect) in New England 
Public Service Company it will retain 
the same until we have approved a 
plan for the reorganization of that 
company. 

With regard to applicant’s interest 
in Eastern Minnesota Power Corpo- 
ration—the record discloses a need 
for the rearrangement of the capitali- 
zation of both this company and its 
subsidiary, Wisconsin Hydro Electric 
Company. Until that occurs the value 
of the securities of these companies is 
conjectural and a public sale of the 
same highly undesirable. Applicant 
has agreed to commence taking the 
steps necessary to improve the finan- 
cial structure of these subsidiaries 
within six months from the date here- 
of. 

[3] The situation as to the Mar- 
ion-Reserve Power Company is for- 


tunately not comparable with that of 
the other public utility subsidiaries, 
That company is now ostensibly on a 
sound financial basis with substantia] 
assets and forecast earnings applica- 
ble to its common stock. The record 
discloses that applicant has had at least 
three offers to purchase this stock at 
prices which cannot be considered 
wholly unreasonable. A continuing 
unlimited exemption of applicant's in- 
terest in the Marion-Reserve Power 
Company in its present condition is 
contrary to the intent of § 3 (a) (4). 
But inasmuch as there is evidence that 
applicant has seriously negotiated for 
the disposal of such interest and be- 
cause it has agreed to make every 
reasonable effort to divest itself there- 
of within nine months from this date 
we deem it proper to grant a further 
exemption for a period of nine months 
from the date hereof. 

In view of the substantial period 
which has already elapsed since appli- 
cant acquired a beneficial interest in 
the securities of its holding company 
subsidiaries, the question arises as to 
appropriate limitations to the exemp- 
tion particularly as to restrictions con- 
cerning intercompany dealings be- 
tween the bank and its subsidiaries. 

Our order dated April 20, 1939, 4 
SEC 845, 28 PUR(NS) 196, grant- 
ed the bank exemption subject to the 
restrictions which, under the terms of 
Rule U-3A3-1, were to become effec- 
tive on January 1, 1941. Paragraph 
(b) of that rule provided restrictions 
as to voting the securities of such sub- 
sidiaries, loans, deposits, and entering 
into other transactions with such sub- 
sidiaries, in case the bank had been 
the beneficial owner of the securities 
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in question for a period exceeding two 
years.® 

The current Rule U-3 terminates 
any exemption under the rule after 
the bank has had such beneficial own- 
ership for more than two years, leav- 
ing the scope of the exemption, if any, 
to be determined by order in each par- 
ticular case. 

In reéxamining the problem of con- 
ditions, in the light of the facts dis- 
closed in the present record, we have 
reached the conclusion that some mod- 
ification is appropriate as to the re- 
strictions imposed in our prior order. 

In the case of the New England 
Public Service Company, voting con- 
trol is in the common stock and is 
shared by the bank, the Northern 
New England Company and _ the 
General Electric Company. Pend- 


ing the reorganization of New Eng- 


land Public Service Company under 
§ 11 (b) (2) of the act, it does not 
appear to be necessary to limit the 
bank in voting its holdings in New 
England Public Service Company. In 
view of the limited nature of appli- 
cant’s present services as copaying 
agent for the three subsidiaries of 
New England Public Service Com- 
pany, we do not consider it necessary 


to compel a severance of this relation- 
ship, we do, however, deem it appro- 
priate to continue the limitations im- 
posed by our order of April 20, 1939, 
supra, upon that holding company and 
its subsidiaries, except the foregoing, 
and our order herein will so provide. 

In the case of the Marion-Reserve 
Power Company and Eastern Minne- 
sota Power Corporation, the compa- 
nies involved are comparatively small, 
and in view of the prospects for 
speedy termination of the bank’s con- 
trol, we do not deem it necessary that 
there be any limitations upon the ex- 
emption except as to its duration. In 
that respect our prior order will be 
modified. 


An appropriate order will issue. 


ORDER 


Manufacturers Trust Company 
having filed an application pursuant 
to § 3 (a) (3) of the Public Utility 
Holding Company Act of 1935 for 
an order exempting it from the pro- 
visions of said act; a hearing having 
been held thereon after appropriate 
notice; and the Commission having 
considered the record of said hearing 
and made findings based thereon; 


It is hereby ordered that said ap- 





6 The text of the provision in question fol- 
OWS: 

“Provided, however, That after January 1, 
1941, the exemption in this rule shall not be 
applicable to a bank which before or after 
such date for a period exceeding two years 
has continuously been and thereafter remains, 
directly or indirectly, the beneficial owner of 
10 per cent or more of the outstanding voting 
securities of a public utility company or hold- 
ing company, if after January 1, 1941— 

“(1) Such bank, or any person acting for 
or controlled by such bank, votes, by proxy 
or otherwise, for directors or upon any other 
matter any public utility company or holding 
company securities owned by it for such pe- 
riod, except in favor of a matter which has 
been or will be the subject of a declaration 
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or application filed with the Commission un- 
der the act; or 

“(2) Such bank makes or, except after an 
order of the Commission, with notice and 
opportunity for hearing, renews any loan to 
such public utility company or holding com- 
pany or any associate company thereof, or en- 
ters into any other financial transaction with 
any such company; or 

“(3) Such bank receives deposits from such 
public utility or holding company or any asso- 
ciate company thereof, or acts as trustee un- 
der any indenture to which any of such com- 
panies is a party, or as transfer agent for 
securities of any of such companies, or in any 
other manner as financial agent for any of 
such companies.” 
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plication be and the same is hereby 
denied ; 

It is further ordered that the third 
paragraph of our order dated April 
20, 1939, in Re Manufacturers Trust 
Co. File No. 31-178, Holding Com- 
pany Act Release No. 1504, supra, 
which is in the following words. 

“It is ordered that Manufacturers 
Trust Company be and is hereby ex- 
empted from all of the provisions of 
the Public Utility Holding Company 
Act of 1935 applying to holding com- 
panies, subject to the limitations im- 
posed by Rule U-3A3-1, as now in 
force or as hereafter amended, to the 
same extent as banks granted a gen- 
eral exemption thereunder; and’ be 
and the same is hereby changed and 
modified in the manner hereinafter 
designated ; 

It is further ordered that Manu- 
facturers Trust be and is hereby ex- 
empted from all of the provisions of 
said act applying to holding companies 
with respect to its direct and indirect 
ownership of the voting securities of 
Utility Service Company, the Marion- 
Reserve Power Company, and Eastern 
Minnesota Power Corporation for a 
period of nine months from the date 
hereof at which time said exemption 
shall terminate ; 

It is further ordered that said Man- 
ufacturers Trust Company be, and 


hereby is, exempted from the provi- 
sions of said act otherwise applicable 
to such company as a holding company 
by reason of its direct or indirect own- 
ership of the voting securities of New 
England Public Service Company, 
and subsidiary companies thereof, ex- 
cept the provisions of § 4 (a) (3) of 
said act in so far as it relates to the 
sale or other disposition by said Man- 
ufacturers Trust Company of the vot- 
ing securities of New England Pub- 
lic Service Company, upon condition, 
however, that said Manufacturers 
Trust Company shall not, except up- 
on approval by this Commission by 
order, make or renew any loan to, en- 
ter into a financial transaction with, 
receive deposits from, act as trustee 
under any indenture of, act as trans- 
fer agent for any securities of, or in 
any manner act as financial agent for, 
said New England Public Service 
Company, or any of its subsidiary 
companies, other than to the extent 
that said Manufacturers Trust Com- 
pany is now acting as copaying agent 
for Central Maine Power Company, 
Central Vermont Public Service Cor- 
poration, and Cumberland County 
Power and Light Company; and 

It is also ordered that the jurisdic- 
tion of this Commission is hereby re- 
served for the purpose of entering 
such further orders as may from time 
to time be deemed appropriate. 
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RE INDIAN HILLS WATER SYSTEM ASSOCIATION 


COLORADO PUBLIC UTILITIES COMMISSION 


Re Indian Hills Water System Association 


[Application No. 5462, Decision No. 16989.] 


Expenses, § 23 — Capital charges — Pump and well deepening. 
1. Expenditures for a new pump and for deepening a well should 
not be included as an operating expense of a water company, as such items 
are capital charges, p. 155. 

Expenses, § 118 — Uncollectible charges — Water utility. 
2. Uncollected bills to the amount of 14.24 per cent of sales by a water 
compai.y were held to be entirely too high and 24 per cent was considered 
ample, p. 155. 

Valuation, § 270 — Land — Market value. 
3. The market value rather than estimates based upon the asking price of 
land and water rights is the best criterion to determine their value in fixing 
a rate base, p. 155. 

Depreciation, § 82 — Water company — Percentage of value. 
4. A depreciation allowance of 5 per cent of a water company’s undepreciat- 
ed value rather than 10 per cent thereof was held reasonable, p. 155. 

Return, § 115 — Water utility. 


5. A return of 7 per cent was deemed reasonable for a water company, 
p. 158. 


{April 15, 1941.] 


PPLICATION of water company to increase rates; increased 
d \ rates authorized. 


> 


APPEARANCES: Morris’ Rifkin, 
Denver, for the Indian Hills Water 
Association; Hanley A. Calvert, Den- 
ver, for protestants; E. B. Evans, Jr., 
Denver, for the Public Utilities 
Commission of the State of Colorado; 
George A. Scruggs, Denver, pro se. 


By the Commission: On Septem- 
ber 7, 1940, the Indian Hills Water 
System Association filed an applica- 
tion with the Commission to increase 
its water rates 25 per cent over its 
present schedule of rates, alleging as 
treason therefor that said increase is 
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necessary to provide the association 
with funds for making such improve- 
ments as may be needed for supplying 
adequate service to its customers, and 
for making necessary repairs to the 
water plant. 

Due notice of this application was 
served on the customers of the asso- 
ciation, and on September 14, 1940, 
the Commission received a letter from 
Hanley A. Calvert, one of said cus- 
tomers, protesting the proposed in- 
crease in rates, and urging that the 
increase should not become effective 
for the year 1941 or until it is clearly 


39 PUR(NS) 





COLORADO PUBLIC UTILITIES COMMISSION 


demonstrated that the users are receiv- 
ing adequate water service. Later, a 
letter was received from the Indian 
Hills Improvement Association, of 
which George A. Scruggs is president, 
protesting the increase in rates, on the 
ground that the raise in rates cannot 
be justified because an adequate sup- 
ply of water is not assured. 

The Commission thereupon set the 
matter down for hearing at its hear- 
ing room, 330 State Office Building, 
Denver, Colorado, at 10 o’clock A. M., 
on January 23, 1941, at which time 
and place said matter was duly heard. 

Dr. Samuel Towbin, secretary and 
manager, testified for the Water Sys- 
tem Association. It appeared that 


said Water System Association, by 
purchase, on June 20, 1940, acquired 
the Indian Hills Water System, which 
supplies domestic water to Indian 
Hills, paying the sum of $2,500 for 


the property; that, although there are 
a few permanent residents, for the 
most part, patrons of said water sys- 
tem are owners of summer cottages, 
who have built said cottages along 
Parmalee gulch and the area along 
Turkey creek, where it is joined by 
said Parmalee gulch; that the area 
is covered of three plattings, known 
as “First Filing, Second Filing, and 
Fifth Filing,” each of said filings be- 
ing supplied with water from a differ- 
ent source, all said sources and distri- 
bution systems, however, being a part 
of the Indian Hills Water System, 
that First Filing and Second Filing 
are supplied from wells installed in 
the gulch; that the Fifth Filing is sup- 
plied from reservoir, which is fed by 
springs; that water from said sources 
of supply is pumped to four tanks, of 
10,000-gallon capacity each, said tanks 


being so located as to furnish adequate 
pressure. The entire area served coy- 
ers about 1,200 acres, the three filings 
extending a distance of approximate. 
ly 3 miles, the First Filing being at 
the lower end of the gulch; the Second 
Filing next up the gulch, and the 
Fifth Filing at the head of the gulch. 

Dr. Towbin stated that, from time 
to time, there had been shortages of 
water in section known as “Filing No, 
One”; that, possibly, said shortages 
were due to drouth conditions; that 
such shortages occurred in July and 
August of 1940; that there was some 
shortgage of minor degree in Filing 
No. 2; that, after the system was pur- 
chased, he sought to improve the sit- 
uation and, in September, 1940, deep- 
ened the well in Filing No. 1 to a total 
depth of 20 feet. The flow of water 
was increased, and he hopes it will be 
sufficient in future seasons to care for 
the needs of customers in said Filing 
No. 1; that, in the event it does not 
adequately care for their needs, other 
arrangements will be made; that ap- 
proximately 3,000 gallons, Monday 
to Friday, inclusive, and 5,000 gal- 
lons on Saturdays and Sundays dur- 
ing service season, extending from 
May 10th to October 10th, are neces- 
sary in “First Filing” ; that, if further 
changes or extensions are necessary, it 
is possible to put down another well 
further up the gulch on Filing No. 1, 
which would cost from $750 to $1, 
000. This might not help, because 
water might be taken which, other- 
wise, would go to well now in use, al- 
though a small auxiliary well was 
“hooked up” last summer, which pro- 
duced about 500 gallons daily; that 
also, perhaps water could be piped 
from Filing No. 5, but it is believed 
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that the cost of three miles of 2-inch 
pipe makes this plan impossible. 

The plan which seems to appeal to 
him as the best one is to haul water 
with a tank truck from No. 5 Filing to 
Filings Nos. 1 and 2, when shortages 
occur. He stated that a tank truck 
can be purchased for $1,000; that cost 
of operation would amount to $150 
per year; that a truck can be rented 
for about $3.50 per day, and the cost 
should not be in excess of $150 per 
year. 

Judge Calvert, John Rankin, and 
George Scruggs, all of whom own 
cottages in No. 1 Filing, testified in 
opposition. Mr. Scruggs, besides ap- 
pearing in his own behalf, also testi- 
fied as president of the Indian Hills 
Association, said association being 
composed of summer residents of In- 
dian Hills). They were not concerned 
so much with the increase in rates 
contemplated as they were with the 
service that is to be furnished. They 
complained that, for a number of 
years, water supply had been inade- 
quate, and that, from the first of July 
on, practically no water was furnished ; 
that an increase in rates should not be 
permitted until the service is made 
adequate; that, in their opinion, the 
deepening of the well in No. 1 Filing, 
or the furnishing of water by means 
of a truck will not insure a dependa- 
ble, adequate supply of water; that 
the present owners should invest ad- 
ditional funds to provide that service ; 
that said capital should not be sup- 
plied by customers through increases 
in rates; that additions should be con- 
sidered as an investment charge. 

The Commission’s engineer, who, 
under the direction of the Commis- 
sion, investigated this matter, submit- 
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ted his findings in writing. His re- 
port fixed the reproduction .alue new 
of the plant, including land and water 
rights, at $20,520.32, with a depreci- 
ated value of $14,657.93, as of No- 
vember, 1940. He found that the 
water available for serving the cus- 
tomers of the system is limited by the 
drainage area, and he doubts that ad- 
ditional wells in Parmalee gulch would 
increase the total amount of water. 
As a temporary measure, he approves 
the plan proposed by Dr. Towbin of 
the use of a tank truck in emergencies. 
It is his opinion that additional stor- 
age tanks or reservoirs should be con- 
structed to furnish additiona! water 
in Filing No. 1, and No. 2, the pres- 
ent supply there available being inade- 
quate. He believes that the matter 
of service is the important factor to 

be considered by the Commission. 
[1-4] A financial statement was 
submitted by Dr. Towbin, as of date 
December 31, 1940, which showed 
assets of $7,808.65, a valuation of $2,- 
629.17 being fixed for depreciated 
value of station equipment, pipe lines, 
and tanks, land being valued at $5,042. 
Against the assets, liabilities of $16,- 
988.21 are set up, which consist of 
$16,155 outstanding capital stock, 
notes payable of $250 (which, in part, 
cover cost of additions to property 
account), Federal insurance, $12.50, 
accrued officers’ salaries, $500, prop- 
erty tax $70.71. Profit and Loss 
Statement, as submitted, shows an ap- 
parent net loss for the year 1940 of 
$1,984.28. Receipts for the year, in- 
cluding $250 borrowed money, 
amounted to $2,073.50. Expendi- 
tures, including sum of $580.67 ($200 
being for a new pump, and $380.67 
for deepening well on Filing No. 1) 
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totaled $2,055.60. Also included were 
charges of $62.39 for material and 
supplies, and $87.45 for miscellaneous 
expenses, which items were not brok- 
en down. It did not appear whether, 
like the item of $580.67, they should 
or should not, in whole, or in part, 
have been charged to capital account. 
Also, statement of cash receipts and 
disbursements shows $55.31 paid for 
insurance and bond premiums, while 
profit and loss statement shows $20.93 
as proper amount to be charged for 
this item to operating expenses for 
1941, although the assets statement 
shows only $21.88 credited to prepaid 
insurance. Also, it should be noted 
that earned water service rent in 
profit and loss statement shows total 
of $1,882, with $268, or 14.24 per 
cent listed as bad debts, or uncollected. 
If this is correct, amount collected 


should have amounted to $1,614, but 
the cash receipts and disbursements 
statement shows the sum of $1,730 


received on account of water rental 
for 1940. 


Considering profit and loss state- 
ment and statement of receipts and 
expenses for year submitted by Dr. 
Towbin, as aforestated, the item of 
$580.67 should be deducted from ex- 
penses for the year 1940; $34.38 
should be deducted from amount ex- 
pended for insurance and bond premi- 
ums. The item of $75 for traveling 
expense would seem to be excessive. 
We presume that it covers cost of an 
occasional trip by a supervising offi- 
cer from Denver to Indian Hills and 
return, and may be an arbitrary 
charge. However, the matter was not 
gone into at the hearing, and we have 
no means of determining what charge 
is proper, but believe it should be cut 
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down, for with conditions of proper. 
ty improved, less supervision will he 
necessary. Also, if trips were made 
to supervise installation of new pump 
and to deepen well, a part of expense 
should go to capital account. These 
items will raise the net on 1940 opera. 
tions at least $650. Part of the items 
of $87.45 for miscellaneous expense, 
$30.10 for accounting and auditing 
and $12.50 for stationery and sup. 
plies for office, and bank analysis, 
probably are non-recurring charges, 
We do not have sufficient information 
to exclude them. The sum of $268 
or 14.24 per cent of sales shown in 
profit and loss account represent m- 
collected bills. This amount is entire. 
ly too high for a utility, especially one 
serving the class of customers served 
by this utility. Two and one-half per 
cent should be ample. In the balance 
sheet, land value is fixed at $5,042. 
At the hearing, Dr. Towbin testified 
that land was practically valueless; 
that he had been offered large nun- 
ber of lots at $65. Probably the valu- 
ation placed on land was intended to 
include water rights. Our engineer 
fixed the valuation of land and water 
rights at $3,250, being $1,250 for lots, 
and $2,000 for water rights, and stat- 
ed that he did not have accurate in- 
formation as to values—that they 
were merely estimates, based on the 
asking price for lots now owned by 
the association and some information 
obtained from state engineers’ office 
as to what price amount of water de- 
creed to applicant’s predecessor ordi- 
narily brought in other localities in 
the state. We cannot agree that val- 
ues of land and water rights should 
be so determined, or that values ap 
parently arbitrarily fixed by applicant 
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should be accepted as correct. The 
market value is the best criterion to 
determine value of land (and water 
is real property in this state) in fix- 
ing a rate base, is too well established 
to warrant discussion at this time. 
The applicant purchased all land, wa- 
ter rights, and plant equipment for a 
total price of $2,500 on June 20, 1940. 
There was no testimony showing that 
such price did not represent the full 
value of land, water rights and plant 
equipment on the date of purchase. 
Nor was any showing made that such 
value has been enhanced since that 
time, or that a probable enhancement 
in near future is expected. The pro- 
portion of the purchase price which is 
allocable to land and water rights was 
not shown, and we are unable to find 
any basis for distribution of the pur- 
chase price to the various plant ac- 
counts, or to approve applicant’s fig- 
ures. As against depreciated value of 
$7,671.17 shown in the balance sheet, 
applicant has issued $16,155 in stock. 
It paid $2,500 for the property. Ad- 
ditions in 1940 amounted to $580.67. 
The sum of $1,112.05 is deducted in 
profit and loss statement for deprecia- 
tion. This is 10 per cent of undepre- 
ciated value of $11,120.53 shown in 
financial statement. Our engineer’s 
report shows useful life figure of six- 
ty years for pump houses, forty years 
for tanks, pumps and mains, respec- 
tively, and seventy-five years for wells 
and reservoirs, with a depreciation al- 
lowance of 20 per cent for pump 
houses, wells, and reservoirs, 25 per 
cent for pumps, and 40 per cent for 
tanks and mains, which means that 
said property, in the aggregate, in his 
opinion, still has a useful average life 
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of about thirty-five years, which 
would require an allowancz of about 
3 per cent yearly, if amount were to 
be determined by cost of property. 
Ordinarily, if we had been valuing 
this plant at time of construction, we 
would allow about 2} per cent yearly 
depreciation on depreciable property 
used and useful, which would amount 
to $278.01 a year on valuation fixed 
by the association. We believe that 
a depreciation charge of 10 per cent 
taken by applicant before depreciation 
of $11,120.53 fixed in applicant’s bal- 
ance sheet, is not justified. Such 
amount would permit it to charge off 
plant in two and one-half years, if 
actual cost to it is considered, and is 
wholly out of line with useful life ex- 
pectancy of property. Moreover, if 


-such charge for depreciation is proper 


now, it would have been proper as a 
yearly charge from time plant was 
constructed, in which event plant 
should be entirely depreciated, since it 
is more than ten years old. If we al- 
low 5 per cent yearly for depreciation 
on amount paid for entire property 
(not excluding nondepreciable items 
whose value we cannot determine from 
evidence) we believe applicant would 
have no reason to complain. In the 
instant matter, neither the estimate of 
reproduction cost new, less deprecia- 
tion, nor the applicant’s book value, 
less depreciation, are convincing. They 
are inconsistent and unreconcilable 
with the recent market value of the 
property. The applicant’s book value, 
the book value of common stock, and 
the estimate of reproduction cost have 
been considered, and are found to be 
inconsistent with the actual cost of 
the property to applicant, and are not 
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considered as just and reasonable val- 
ues upon which a rate structure should 
be built in this case. No evidence of 
original cost of the property having 
been offered, we are limited to the 
use of the market value of the prop- 
erty at the time of acquisition, June 
20, 1940, which amount, plus sub- 
sequent additions, amounting to 
$580.67, we find to be the fair value 
rate base at the present time. 

The item of $500, carried on books 
as nonpaid charge for officers’ sala- 
ries, would seem to be excessive. No 
attempt to justify it was made. The 
man who did the work at the plant, in 
prior years, was paid $100 per month. 
Amount paid for same service appar- 
ently was raised to $125 per month. 
He now receives $767. An officer, or 
officers, for superintending for six 
months this man and the affairs of a 


$3,000 company, doing a business of 
approximately $1,800 yearly, wants 
$500. No evidence was offered as to 
amount or value of service performed 


by them. Twenty-five dollars per 
month, or a total charge of $150, 
should be ample. Claim was not made 
for allowance for going concern val- 
ue or working capital, so an allowance 
cannot be made. Use of a water tank 
truck, as suggested by the association, 
can be only a temporary expedient. 
We could not approve such an expen- 
diture for purchase of tank truck as 
an item to be included in either capital 
account or maintenance. Even if it 
were a proper charge to capital ac- 
count, the association cannot expect 
its customers to buy the tank for it 
and, in addition, as suggested, include 
the item in capital account. The rent- 
al of a truck at $3.50 per day for use 
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in emergencies perhaps could be justi. 
fied as a temporary operating expense, 
We say “temporary” because the as. 
sociation should provide an adequate 
supply of water at all times through 
construction of facilities that guaran. 
tee such a continuous supply. The 
Commission is of the opinion that ap. 
plicant should construct a reserve 
storage reservoir, sufficient in capac- 
ity to take care of any deficiency that 
may occur in the water plant of this 
water system, and to provide for any 
increase in the demand for water that 
may occur as the summer resort is 
further developed. Our _ engineer 
stated that such water for storage pur- 
poses is available in the spring of the 
year. The cost of reservoir would be 
a proper item to include in rate base, 
but, of course, association cannot ex- 
pect its customers to pay for the res- 
ervoir. Other means of financing 
must be found. Dr. Towbin estimated 
the cost of a rental truck for the sea- 
son would be about $150. This should 
be ample, for it appears that water 
shortage occurred only during a few 
months in the year, and then chiefly 
on Saturday and Sunday. 

[5] We believe a reasonable and 
adequate rate of return herein, con- 
sidering yield of corporate bonds and 
stocks, the yield of government bonds, 
and interest rates in utility field, is 7 
per cent. 

The schedule hereafter set forth 
constitutes a fair and reasonable al- 
lowance to respondent for charges to 
annual operating expenses, so long as 
conditions remain as they now are, in 
the future, should not exceed the fol- 
lowing : 
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Truck rental and expense—tempo- 


rary 

Payroll tax , 

Material and supplies 

Power 

Salaries ‘ 

Officers’ compensation 

Stationery and supplies 

Insurance and bond premiums ... 

State corporation tax 

Miscellaneous expense 

Capital stock tax .. 

Accounting and auditing 

Legal expense 

Traveling expenses 

Telephone expense 

Bad debts (approximately 23% of 
$1,998.00) 50.00 

Property tax 70.71 


TROND haswrasis cece Wane use eww . $1,715.16 


*Items not broken down, but allowed. 
**Items not broken down, but allowed in 
part. 


20.93 
15.00 
*87.45 
4.40 
*30.10 
**35.00 
**50.00 
3.25 


To this figure should be added de- 
preciation charge of 5 per cent of 
$3,080.67, or $154.04, and the sum 
of $215.65, being 7 per cent of $3,- 
080.67, which the Commission has 
found is an adequate return on the 


rate base shown herein. Upon that 
basis, the total revenue requirement 
of this utility to produce the above 
rate of return is as follows: 


Gross operating expense 
Depreciation 
7% return on rate base 


$2,084.85 

Assuming that the revenue will not 
be less than it was in 1940, and with 
better supervision of accounts, the as- 
sociation should collect $1,998, being 
$1,730 collected, plus $268 in bad ac- 
counts, less deduction of $50 allowed 
for bad debts, which would produce 
an actual revenue of $1,948. This 
amount deducted from the annual 
revenue requirement heretofore set 
forth leaves a net annual deficit of 
$136. 

While we included a number of 


Revenue requirement 


doubtful items in the statement of 
operating expense properly chargeable 
by applicant in the future, we, per- 
haps properly, could have increased 
allowance made for some items. Too, 
perhaps we may have overestimated 
amount of net revenue to be antici- 
pated. Applicant should have some 
margin between anticipated income 
and outgo. An increase of 124 per 
cent over the presently effective rates, 
would, on figures aforesaid, produce 
about $250 increase in revenue year- 
ly, and would permit applicant, with 
present facilities, supplemented tem- 
porarily by tank truck, to furnish ade- 
quate service, pending construction 
of additional storage facilities. 

Applicant, in filing a new rate 
schedule, in compliance with order 
hereafter made, should amend its pro- 
posed classification of service by add- 
ing after the words “bath tub” in the 
sixth line of sheet 2, as submitted, the 
words “or shower,” and the same 
words, “or shower,” after the word 
“tub” in the seventh line on said sheet 
2, and should show that the rates pro- 
posed in the twelfth and thirteenth 
lines of the classification on Sheet 
2 apply to hotels, only, as stipulated 
by counsel at the hearing. 

Therefore, after a careful consid- 
eration of the record, the Commission 
is of the opinion, and finds, that in- 
crease of 25 per cent in water rates 
proposed by applicant should be disal- 
lowed; that in lieu thereof, applicant 
should be allowed to increase his ex- 
isting rates an amount equal to 124 
per cent thereof, upon the classifica- 
tions shown in sheets 2 and 3 of his 
proposal, amended, as hereinbefore 
set forth. 
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PENNSYLVANIA SUPERIOR COURT 


Burgess and Town Council of 
Borough of Pottstown 


Pennsylvania Public Utility Commission 


(— Pa Super Ct —, 19 A(2d) 610.) 


Municipal plants, § 20 — Acquisition — Necessity of Commission approval, 
1. A municipality seeking to acquire the works and plant of a water com- 
pany which is reluctant to sell and convey them must secure a certificate 
of approval from the Commission in the first instance, p. 162. 


Municipal plants, § 26 — Acquisition — Procedure — Statutory change. 
2. A municipality’s application for a certificate evincing Commission ap- 
proval of its acquisition of the works and plant of a water company hay- 
ing been filed while the Public Service Company Law was in force and 
effect, it was the Commission’s duty to proceed with the pending applica- 
tion just as if that law were still effective and to follow the procedure 
prescribed by the courts for such cases, notwithstanding that such law was 
superseded and repealed by another act before the proceedings were ter- 


minated, p. 164. 


[April 16, 1941.] 


PPEAL from order denying petition to secure a certificate ap- 
L \ proving municipal acquisition of a water company’s plant 
and property; reversed and remanded. For Commission deci- 


sion, see 35 PUR(NS) 253. 


Argued before Keller, P. J., and 
Cunningham, Baldrige, Stadtfeld, 
Rhodes, and Hirt, JJ. 

APPEARANCES: C. Edmund Wells, 
of Pottstown, and John W. Hoke and 
Edmund C. Wingerd, both of Cham- 
bersburg, for appellant; Herbert S. 
Levy, Assistant Counsel, and Harry 
M. Showalter, Counsel, both of Har- 
risburg, for appellee. 


KeELter, P. J.: This appeal is 
concerned (1) with the procedure 
39 PUR(NS) 


to be followed by a borough which 
seeks to acquire the ownership of 
the works and property of a con- 
pany furnishing water to the pub- 
lic in the borough, with special refer- 
ence to the time when it must secure 
the consent of the Public Utility Com- 
mission to such acquisition. And, 
also, (2) how this is affected by the 
fact that the proceedings for the ac- 
quisition of such property were begun 
when the Public Service Company 
Law of July 26, 1913, P. L. 1374, 66 
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PS § 1 et seq., and its amendments 
and supplements were in force and ef- 
fect, but were not completed on June 
|, 1937, when the Public Utility Law 
of May 28, 1937, P. L. 1053, 66 
PS § 1101 et seq., which superseded 
and repealed it, went into effect. 


The proceeding was instituted un- 
der clause 7 of the 34th section of the 
Corporation Act of April 29, 1874, 
PL, 73, p. 95, 15 PS § 1353, which, 
in part, reads as follows: “It shall be 
hwful, at any time after twenty years 
fom the introduction of water or 
gas, as the case may be, into any 
plae as aforesaid, for the town, 
borough, city, or district in which the 
sid company shall be located, to be- 
come the owners of said works, and 
the property of said company, by pay- 
ing therefor the net cost of erecting 
and maintaining the same, with inter- 
et thereon at the rate of 10 per 
centum per annum, deducting from 
said interest all dividends theretofore 
declared.” 

Article III, § 3, of the Public 
Service Company Law, 66 PS § 182, 
provided, inter alia, as follows: 

“Upon like’ approval of the Com- 
mission first had and obtained, as 
aforesaid,’ and upon compliance with 
existing laws, and not otherwise, it 
shall be law ful— 

“(c) For any public service com- 
pany to sell, assign, transfer, lease, 
consolidate, or merge its property, 
powers, franchises, or privileges, or 
any of them, to or with any other cor- 
poration or person. 


“(d) For any municipal corpora- 


tion to acquire, construct, or begin to 
operate, any plant, equipment, or other 
facilities for the rendering or furnish- 
ing to the public of any service of the 
kind or character already being ren- 
dered or furnished by any public serv- 
ice company within the municipality.” 

On June 9, 1936, while the Public 
Service Company Law was in force 
and effect, the Borough of Pottstown 
filed its petition with the Public Serv- 
ice Commission asking it to issue its 
certificate of public convenience ap- 
proving the acquisition by the borough, 
under the provisions of the Act of 
1874, aforesaid, of the water plant and 
property of the Pottstown Gas & 
Water Company, which had been fur- 
nishing water to the public within said 
borough for more than twenty years. 

After various proceedings, not nec- 
essary to be recited here, the Public 
Utility Commission—which had suc- 
ceeded to the Public Service Commis- 
sion under the provisions of the Public 
Utility Law—on March 27, 1939, de- 
termined that the applicant was not re- 
quired under the Public Utility Law 
to obtain a certificate of public con- 
venience evidencing its approval of the 
proposed acquisition and held that the 
application was outside the Commis- 
sion’s jurisdiction 

Following the filing of a petition for 
a rehearing, the Commission on Sep- 
tember 1, 1939, notified the borough 
that if it would amend the form of its 
application to one seeking approval of 
the transfer of the water plant of the 
Pottstown Gas & Water Company to 
the Borough of Pottstown, under 
§ 202(e) of the Public Utility Law, 





1This refers to § 2 of the same article, 
66 PS § 181, which provided: “Upon the ap- 
Proval of the Commission evidenced by its cer- 
(11] 
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tificate of public convenience, first had and ob- 
tained, and not otherwise, it shall be lawful,” 
etc. 
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66 PS § 1122, it would take jurisdic- 
tion and would then issue an order re- 
scinding its previous action and pro- 
ceed with the determination of the case 
on its merits. This suggestion was 
complied with and the amendment 
made, but on July 31, 1940, 35 PUR 
(NS) 253, the Commission filed its re- 
port and order denying the petition, 
on the ground that it lacked jurisdic- 
tion to consider and grant it. The 
borough appealed. 

[1] It will be noted that the Pub- 
lic Service Company Law did not 
prescribe when or at what stage in the 
legal proceedings, which the municipal 
corporation institutes to acquire the 
works and property of the public 
service company, it was required to 
obtain the approval of the Public 
Service Commission—as evidenced by 
its certificate of public convenience— 
to the acquisition by it of the works 
and property of the public service com- 
pany. 

A like uncertainty had existed be- 
fore the passage of the Public Service 
Company Law as to the legal proce- 
dure to be used under the Act of 1874, 
supra, when a municipality was de- 
sirous of acquiring the works and 
property of a company which had fur- 
nished water or gas to the public with- 
in its limits for twenty years, pursu- 
ant to the seventh clause of § 34 of 
the Act, 15 PS § 1353, and it was 
necessary to obtain information re- 
specting such cost and the declara- 
tion of dividends, etc., in order that the 
municipality might determine whether 
it could constitutionally borrow the 
money required for such acquisition. 
This latter uncertainty was resolved 
by the supreme court in the case of 
Williamsport v. Citizens’ Water & 
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Gas Co. (1911) 232 Pa 232, 81 Ay 
316, which ruled that a preliminary 
mandamus, and not a bill in equity, 
was the appropriate remedy to ob. 
tain the books and records of the com. 
pany for the purpose of securing the 
necessary data, and also, if desired, to 
make a physical examination of the 
company’s works and property. It 
was held, however, that in this pre. 
liminary mandamus proceeding a sub- 
sidiary issue was first involved respect. 
ing the question of the municipality's 
financial ability under the law to pur. 
chase the plant, and this, in turn, raised 
issues as to the assessed value of the 
city’s real estate, the amount of its in- 
debtedness and its borrowing capacity, 
in addition to the issue as to the cost 
of the plant, its maintenance and the 
dividends declared; for a mandamus 
would not issue for a vain or useless 
purpose or merely to satisfy curiosity, 
Hence if on such a preliminary pro- 
ceeding the evidence plainly showed 
that the works and property of the 
company greatly exceeded in value the 
amount which the municipality could 
raise under the law, it was not ina 
position to make the purchase, and 
hence was not in a position to force 
the company to submit to an investi- 
gation of its books and properties. 
But where it could be shown that the 
probable price which would have to 
be paid for the company’s property 
was within the borrowing capacity of 
the municipality or approximated tt, 
the mandamus would issue to enable 
the municipality to make a full investi- 
gation and, after securing sufficient 
knowledge to qualify it to submit an 
intelligent offer, if that offer should 
be refused, the plaintiff could demand 
another or second mandamus to con 
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pel the company to convey its plant to 
the municipality upon payment of the 
estimated price. The company could 
then take issue on the figures submitted 
by the municipality, and there would 
be a common law trial to adjudge the 
issues thus raised. 

To compel the municipality to em- 
bark upon the second mandamus, or 
even go into the main issue of the 
first mandamus proceeding, until a pre- 
liminary examination of the subsidiary 
issues involved in the first mandamus 
had determined whether there was a 
likelihood of the municipality’s bor- 
rowing capacity at least approximating 
the amount required to be paid for the 
company’s works and property was 
held by the supreme court to be a sheer 
waste of time, money and effort. 

This was the procedure marked out 
by the supreme court when the Pub- 
lic Service Company Law was passed 
in 1913. See, also, New Brighton 
v. New Brighton Water Co. (1915) 
247 Pa 232, 93 Atl 327. 

Following the effective date of that 
act, the supreme court decided sev- 
eral cases which throw considerable 
light on the question here involved. 

In Bellevue v. Ohio Valley Water 
Co. (1914) 245 Pa 114, 91 Atl 
236, it held that the proviso to 
clause 7 of § 34 of the Act of 1874, 
15 PS § 1353, supra, which granted 
power and jurisdiction to the court of 
common pleas of the proper county to 
hear, inquire and determine whether 
the charges of the company for gas 
and water were just and reasonable 
was repealed by the Public Service 
Company Law which conferred that 
power upon the Public Service Com- 
mission, 

In New Brighton v. New Brighton 


Water Co. supra, it held that proceed- 
ings for the acquisition of waterworks 
by a municipality since the Public 
Service Company Law of July 26, 
1913, P.L. 1374, 66 PS § 1 et seq., 
will be invalid unless they have been 
previously sanctioned by the Public 
Service Commission, thereby making 
the securing of such approval, in the 
shape of a certificate of public con- 
venience, the first step in the procedure 
to be followed. 


And in Reynoldsville v. Reynolds- 
ville Water Co. (1915) 247 Pa 26, 
92 Atl 1082, it held that where pro- 
ceedings by a borough looking to the 
acquisition of a water company un- 
der clause 7 of § 34 of the Act of 
1874, 15 PS § 1353, supra, had been 
begun and were pending at the ef- 
fective date of the Public Service 
Company Law (January 1, 1914), the 
provisions of that law requiring the 
approval of the Public Service Com- 
mission to such acquisition were not 
merely procedural but operated directly 
on the rights of the municipality, by 
qualifying its right to acquire at its 
own pleasure the property of a water 
company within its limits, and there- 
fore it could only be allowed retroac- 
tive effect as such a result was express- 
ly declared in the act itself; and con- 
sequently, as such retroactive effect 
had not been expressly declared in the 
Public Service Company Law, the 
Commission’s approval was not neces- 
sary. This was in line with the deci- 
sion in the New Brighton case, supra, 
holding that as to proceedings begun 
after the effective date of the Public 
Service Company Law the Commis- 
sion’s approval was the first step in 
the proceeding, thus, in effect, putting 
it in the place of the preliminary 
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mandamus referred to in the Wil- 
liamsport Case, supra; but where that 
preliminary proceeding had been begun 
before the Public Service Company 
Law became effective, it would be car- 
ried through without any applica- 
tion to or approval by the Commis- 
sion, thus showing clearly the prelim- 
inary character of the Commission’s 
approval of the application. 

This was followed by our own case 
of Waynesboro Water Co. v. Public 
Service Commission (1922) 78 Pa 
Super Ct 143, in which the principal 
question for decision was whether a 
borough, desiring to acquire the plant 
of a water company, incorporated in 
1882 under the general incorporation 
Act of April 29, 1874, P.L. 73, 15 
PS § 1 et seq., must first apply to the 
Public Service Commission for a cer- 
tificate of public convenience, pursuant 
to Art. III, § 3(d), of the Public 
Service Company Law, 66 PS § 182, 
or before applying to the Commission, 
must use the procedure by mandamus 
which was available to ascertain the 
probable price payable for such water- 
works prior to the effective date of 
the Public Service Company Law; 
and we decided squarely, in line with 
the foreshadowings contained in the 
supreme court cases already cited, (1) 
that the borough must first apply to 
the Commission and obtain a certificate 
of public convenience evidencing its 
approval, before it can acquire the 
plant of a water company operating 
within its limits, and (2) that such 
action takes the place of the former 
procedure by preliminary mandamus 
which was available to ascertain the 
probable price payable by the borough 
for the waterworks, which it sought 
to acquire. The opinion of Judge 


Linn—now Mr. Justice Linn of the 
supreme court—speaking for _ this 
court, makes it clear that where the 
proceeding is by a municipality, seek. 
ing the acquisition of the works and 
plant of a water company, which is te. 
luctant to sell and convey its works 
and plant to the municipality, the se. 
curing of the Public Service Commis. 
sion’s approval, in the form of its 
certificate of public convenience, js 
the very first step in the procedure, 
and any action looking to the ac. 
quisition of the water plant by manda- 
mus proceeding before securing such 
approval was irregular and improper, 
and contrary to the procedure pre- 
scribed by the supreme court. 

[2] Our next inquiry is directed to 
the changes in the law made by the 
enactment of the Public Utility Law of 
May 28, 1937, P.L. 1053, 66 PS 1101 
et seq. (effective June 1, 1937), and 
whether those changes affect the order 
of procedure laid down by the supreme 
court and this court with respect to 
the proceedings necessary under the 
Public Service Company Law. 

The Public Utility Law repealed the 
Public Service Company Law (§ 1502, 
66 PS § 1562), but provided in 
§ 1404, 66 PS § 1534, inter alia, as 
follows: “Effect on existing pro- 
ceedings, certificates, regulations, tar- 
iffs, and contracts. All litigation, hear- 
ings, investigations, and other proceed: 
ings whatsoever, pending under any act 
repealed by this act, shall continue and 
remain in full force and effect, and 
may be continued and completed under 
the provisions of this act.” 

The provisions of Art. III, § 3(¢) 
and (d) of the Public Service Com- 
pany Law, 66 PS § 182, before quot- 
ed, were supplied by-Art. II, § 202(e) 
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and (g) of the Public Utility Law, 66 
PS § 1122, as follows (the important 
changes being italicized): “Section 
202. Enumeration of Acts Requir- 
ing Certificate—Upon approval of 
the Commission, evidenced by its cer- 
tificate of public convenience first had 
and obtained, and upon compliance 
with existing laws, and not otherwise, 
it shall be lawful: (e) For 
any public utility to acquire 
jrom, or transfer to, any person or 
corporation, including a municipal cor- 
poration, by any method or device 
whatsoever (including among other 
things a consolidation, merger, sale, 
or lease) the title to, or the possession 
or use of, any tangible or intangible 
property whatsoever. (g) 
For any municipal corporation to ac- 
quire, construct, or begin to operate, 
any plant, equipment, or other facilities 
for the rendering or furnishing to the 
public of any public utility service be- 
yond its corporate limits.” 

It will be noted that by the provi- 
sions of § 202(e), 66 PS § 1122, the 
approval by the Commission of the 
transfer of the property of a public 
service company—which by Art. ITI, 
§3(c) of the Public Service Company 
Law, 66 PS § 182, had been limited to 
“any other corporation or person,” 
and did not apply to any transfer 
whatever to a municipal corporation— 
was extended so as to include any 
transfer of property, by any method or 
device, to a municipal corporation, 
and this is broad enough to include any 
legal form or method of acquisition 
of such property by a municipal cor- 
poration from a public utility; and on 
the other hand § 202(g) was limited 
or confined to the right of a municipal 
corporation to acquire, etc., any plant, 
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equipment, etc., for the rendering or 
furnishing to the public of any pub- 
lic utility service beyond its corporate 
limits, which had not theretofore been 
specially provided for. 

The necessity of the Commission’s 
approval of the right of a municipal 
corporation to acquire the works, 
plant, and property of a water compa- 
ny under clause 7 of § 34 of the Act 
of 1874, 15 PS § 1353, was, there- 
fore, not abrogated, but was shifted to 
§ 202(e), 66 PS § 1122, which cov- 
ers the transfer, by any method, of the 
property of a public utility to a mu- 
nicipal corporation, and thus em- 
braces the acquisition by a municipal 
corporation of the property of a pub- 
lic utility, whether the method of 
transfer be by agreement of purchase 
and sale or by proceedings instituted 
to compel its transfer to the municipal 
corporation under the Act of 1874, 
aforesaid. That the clause embraces 
several methods of transfer does not 
require a construction that the same 
procedure shall necessarily apply to all 
kinds alike. There is no reason why 
the procedure fixed by the supreme 
court for the acquisition by a mu- 
nicipal corporation of the works and 
property of a water company or gas 
company under clause 7 of § 34 of the 
Act of 1874, 15 PS § 1353, should 
not still apply where a municipal cor- 
poration is seeking to acquire the 
works and plant of such a company 
which is reluctant to sell its property to 
the municipal corporation. 

But, in any event, where proceedings 
under the Act of 1874, clause 7 of 
§ 34, 15 PS § 1353, were begun by 
a borough while the Public Service 
Company Law was in force, by the ex- 
press provisions of the Public Utility 
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Law, supra, § 1404, 66 PS § 1534, 
the proceeding so begun and pending 
when the Public Utility Law of 1937 
went into effect on June 1, 1937, “shall 
continue and remain in full force and 
effect, and may be continued and com- 
pleted” under the provisions of the Act 
of 1937—and that can only mean that 
the order of procedure laid down by the 
supreme court as applicable for such a 
proceeding shall be observed and car- 
ried out to completion by the Public 
Utility Commission just as if the Pub- 
lic Service Company Law under which 
it was begun was still in force and ef- 
fect. The ruling in the Reynoldsville 


Case, supra, applies with even greater 
force here, in view of the saving and 
continuing provision of § 1404. 

All the reasons so convincingly stat- 
ed by the supreme court, speaking 
through Mr. Justice, afterwards Chief 


Justice, Moschzisker, in the Williams- 
port and New Brighton Cases, supra, 
and by Judge Linn in the Waynesboro 
case, supra, for the securing of a cer- 
tificate of public convenience from the 
Commission, evidencing its approval 
of the acquisition by a borough or oth- 
er municipal corporation of the works 
and plant of a water company furnish- 
ing service within its limits, as the 
very first step in the proceedings, ap- 
ply just as forcibly and effectually 
whether the jurisdiction given the 
Commission rests in a clause applica- 
ble to all transfers of property by a 
public utility corporation to a mu- 
nicipal corporation, either voluntary 
or involuntary, or in a separate clause 
applicable only to a proceeding insti- 


tuted by a municipal corporation to ac- 
quire the plant and property of a pub- 
lic utility corporation. 

We are, therefore, of the opinion 
that the application of the appellant 
borough to the Public Service Com- 
mission for a certificate of public con- 
venience, evidencing its approval of 
the acquisition by the borough of the 
waterworks and water plant of Potts- 
town Gas and Water Company, having 
been filed on June 9, 1936, while the 
Public Service Company Law was in 
force and effect, it was the duty of the 
Public Utility Commission to proceed 
with the pending application just as if 
the Public Service Company Law still 
remained in force and effect and to 
follow the procedure laid down by the 
supreme court and this court respect- 
ing applications by a municipal cor- 
poration to acquire the works and 
property of a water company or gas 
company under clause 7 of § 34 of the 
Act of 1874, 15 PS § 1353, in the 
cases of Williamsport v. Citizens’ | 
Water & Gas Co. (1911) 232 Pa 
232, 81 Atl 316; New Brighton v. 
New Brighton Water Co. (1915) 
247 Pa 232, 93 Atl 327, and Waynes- 
boro Water Co. v. Public Service 
Commission (1922) 78 Pa Super Ct 
143. 

The appeal is sustained. The order 
of the Commission appealed from is 
reversed ; and the record is remitted to 
the Commission for further proceed- 
ings not inconsistent with this opinion. 
The costs on appeal to be paid by the 
Commission. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Morgan Stanley & Company, 


Incorporated 


[File No. 65-9, Release No. 2748.] 


Security issues, § 116.1 — Underwriting fees — Payment to affiliate — Com- 


petitive bids. 


An underwriter affiliated with a registered holding company is not entitled 
to an exception from Rule U-12F-2, restricting payment of fees to affiliat- 
ed underwriters, in connection with an issuance of debentures where the 
record shows that the issuing company has made no effort to obtain com- 
petitive bids and that several underwriters have indicated willingness and 


ability to head the proposed issue. 


[May 12, 1941.] 


PPLICATION for ruling as to whether or not the proposed 
A participation by an affiliated financial house in the under- 
writing of a proposed issue of debentures of a registered holding 
company should be excepted from Rule U-12F-2, pursuant to 
Par. (b) (2) thereof, of the General Rules and Regulations pro- 
mulgated under the Holding Company Act; applicant held not 

entitled to exception. 


By the Commission: The question 
now before us was raised by a letter 
dated April 4, 1941, from Morgan 
Stanley & Co. Incoporated, reques- 
ing a ruling by this Commission as 
to whether or not the proposed par- 
ticipation by Morgan Stanley, in the 
underwriting of a proposed issue and 
sale of $120,000,000 principal amount 
of debentures of Columbia Gas and 


Electric Corporation,’ should be ex- 
cepted from Rule U-12F-2, pursuant 
to paragraph (b) (2) thereof, of the 
general rules and regulations promul- 
gated under the Public Utility Hold- 
ing Company Act of 1935.* 

The applicable portions of Rule U- 
12F-2 provide that no underwriter’s 
fee (as defined in paragraph (d) of 
the rule) shall be paid in connection 





1A declaration covering these debentures 
was filed by Columbia on March 13, 1941. 
Hearings thereon have begun and are still 


pending, 

*Rule U-12F-2, the so-called “affiliate” 
tule, is applicable to the pending declaration 
since Our competitive bidding rule (Rule U- 
50) was made expressly inapplicable to dec- 
larations filed prior to May HE 1941. By our 
order dated April 16, 1941, Morgan Stanley 
was declared to be an affiliate of the Dayton 
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Power and Light Company, a subsidiary of 
Columbia. In Re Dayton Power & Light 
Co. (1941) Holding Company Act Release 
No. 2693, 38 PUR(NS) 129. Our findings 
and opinion on which such order was based 
contain a clear indication that Morgan Stan- 
ley, is likewise an affiliate of Columbia. In 
Re Dayton Power & Light Co. (1941) Hold- 
ing Company Act Release No. 2654, 38 PUR 
(NS) 129. 
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with the issue and sale of securities 
to any affiliate of the declarant or to 
any person who the Commission finds 
stands in such relation to the declarant 
that there is liable to be or to have 
been an absence of arms-length bar- 
gaining with respect to such transac- 
tion, unless, as provided in paragraph 
(b), of such rule, “it appears to the 
Commission that— 

“(1) Appropriate and diligent ef- 
fort was made to obtain competitive 
bids for the securities which are the 
subject of the application or declara- 
tion, by publication or otherwise, and 
the affiliate’s bid was not less favor- 
able than that of any other bidders’ ; 
or 

“(2) Such effort was not practica- 
ble and (a) the fee to be paid does not 
exceed customary fees for similar 
services where the parties are dealing 
at arm’s length, (b) the service ren- 
dered is necessary, and (c) the re- 
muneration is reasonable in view of 
the cost of rendering the service, the 
time spent therein, and other relevant 
factors.” 

Morgan Stanley has requested a 
ruling solely on the question of wheth- 
er efforts to obtain competitive bids 
are not practicable within the mean- 
ing of Par (b) (2) of the rule.® Its ar- 
gument that such efforts are not prac- 
ticable is based upon opinions of its 
officers and the president of Columbia 
to the effect that the proposed Colum- 
bia debenture issue is, under existing 
conditions, so large as to require a 
large portion of the underwriters of 
the country to handle it, and that Mor- 
gan Stanley is best qualified to pro- 


ceed with the underwriting since it js 
already familiar with Columbia’s f- 
nancial matters. 

A hearing on this matter was held 
on April 17, 1941. Briefs and oral 
argument were waived by both Mor. 
gan Stanley and Columbia, the latter 
maintaining that it is not a party to 
this proceeding. 

On the basis of the facts disclosed 
in the record of this proceeding we 
conclude that Morgan Stanley is not 
entitled to an exception from the rules, 
in view of the following: 

(1) The record shows that Colum- 
bia made no efforts whatever to obtain 
competitive bids. It appears that Co- 
lumbia never approached any under- 
writer other than Morgan Stanley in 
connection with heading the proposed 
debenture issue. On the contrary, the 
record shows that several other un- 
derwriters, including Smith, Barney 
& Co., Harriman Ripley & Co. Incor- 
porated, and Mellon Securities Cor- 
poration, have indicated to Columbia 
their willingness and ability to head 
the underwriting of the proposed is- 
sue. Representatives of Columbia 
and Morgan Stanley testified that sev- 
eral underwriters other than Morgan 
Stanley were qualified to head the is- 
sue. Yet, Columbia officers apparent- 
ly exhibited no interest in obtaining 
the propositions of these other under- 
writers and have had only Morgan 
Stanley in mind as principal under- 
writer. Under these circumstances, 
the failure of Columbia to investigate 
the proposition of these other under- 
writers has shut off the very type of 
evidence that would enable us to de- 





8 Of course an exception from the rule can- 
not be granted under Par. (b) (2) unless 
other conditions described therein are satis- 
fied. At Morgan Stanley’s request we shall 
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at this time defer consideration of these oth- 
er conditions and render an opinion only on 
the question presented by Morgan Stanley so 
that its status may be clarified. 
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termine whether or not efforts to ob- 
tain competitive bids were prac- 
ticable.* 

(2) The recent public announce- 
ment of the Federal Loan Adminis- 
trator that the Reconstruction Fi- 
nance Corporation would codperate 
with private bankers in large security 
issues, indicates further that efforts 
to obtain competitive bids for the pro- 
posed Columbia issue are not imprac- 
ticable. 

(3) The other arguments made by 
Morgan Stanley are substantially the 
same as those presented to this Com- 
mission in connection with its consid- 
eration of its competitive bidding 
rule. We have already had occasion 
to announce our views regarding 
these arguments in the public state- 
ment accompanying the promulgation 
of our competitive bidding rule, and 
we do not believe that they require 
repetition now. It is noteworthy, 


however, that the principal arguments 
advanced in this case go to the wis- 
dom of competitive bidding. Para- 
graph (b) (2) of the rule, on the oth- 
er hand, does not deal with the wis- 
dom of competitive bidding, but pro- 
vides for an exception therefrom 
where efforts to obtain competitive 
bids are not practicable and other 
specified conditions are satisfied. 
Thus, it is the practicability of seek- 
ing competitive bids, and not the wis- 
dom of competitive bidding, which is 
involved here. 

Without more tangible effort on the 
part of Columbia to determine wheth- 
er or not competitive bidding was 
practicable, and particularly in view 
of the indicated willingness and abil- 
ity of several underwriters to head the 
proposed issue, we cannot find that 
appropriate and diligent effort to ob- 
tain competitive bid was not practi- 
cable in this instance. 





‘This same failure of Columbia has shut 
off valuable evidence regarding prices and 
terms determined by arms-length bargaining 


which would enable us to form a sound judg- 
ment as to whether the other conditions 
specified in Par. (b) (2) have been satisfied. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Sidney Cardonick 


[Application Docket No. 33320.] 
Certificates of convenience and necessity, § 169 — Validity of orders — Death of 


applicant. 


A Commission order granting a certificate to an applicant subsequent to 
his death but on the same day that he died, is valid, and the legal representa- 
tives of the decedent may operate under the certificate for one year from 


the date of his death. 


[May 6, 1941.] 
ETITION for reconsideration of order granting certificate sub- 
| ea to applicant’s death but on the same day that he died; 
rehearing denied. 
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By the Commission. This matter 
comes before us upon petition of 
Horlacher Delivery Service, Inc., filed 
June 26, 1939, for reconsideration 
of our order dated June 6, 1939, in 
the above-entitled proceeding. Sub- 
sequently a supplemental petition was 
filed by Horlacher Delivery Service. 
Answers to both petitions were duly 
filed on behalf of the applicant. 

On November 22, 1938, an appli- 
cation was filed by Sidney Cardonick 
for an amendment to his certificate of 
public convenience. A hearing on the 
application having been held, the Com- 
mission subsequently on June 6, 1939, 
issued a certificate of public con- 
venience to the applicant. It appears 
that at or about 8 a. m. Eastern Day- 
light Saving Time, on June 6, 1939, 
the applicant died, which fact was un- 
known to the Commission when it is- 
sued its order of that date. The peti- 
tion for reconsideration and its sup- 
plement contend our order of June 6, 
1939, is a nullity, because it is tanta- 
mount to the granting of a personal 
license to an individual after his death. 
The Commission has carefully con- 
sidered the allegations set forth in the 
petition for reconsideration and its 
supplement, together with the answers 


filed thereto and all the other facts in 
the case. 

The law does not take notice of 
fractions of the same day. In Neff 
v. Barr (1826) 14 Serg. & R. 166, 
the supreme court of Pennsylvania in 
deciding a question of whether or not 
one judgment had priority over an- 
other filed the same day, established 
the rule that there are no fractions of 
a day, and that all judgments filed the 
same day are in contemplation of law 
filed at the same instant. The same 
principle of law has been followed in 
Re Hendrickson (1855) 24 Pa 363; 
Re McAfoose (1858) 32 Pa 276; 
Ladley v. Creighton (1872) 70 Pa 
490, and Re Murray (1918) 262 Pa 
188, 105 Atl 61. 

We find, therefore, that our order 
of June 6, 1939, granting a certificate 
of public convenience to Sidney Car- 
donick is valid and not a nullity, since 
the action of the Commission occurred 
on the same day that the applicant 
died. Under the provisions of Rule 
4 (b) of General Order No. 29 Re- 
vised, the legal representatives of the 
deceased applicant may continue to 
operate under the certificate of public 
convenience issued to the applicant 
for one year from the date of his 
death. 





WISCONSIN PUBLIC SERVICE CORPORATION 


Re Northern States Power Company 


[2-U-1633.] 


Service, § 153 — Duty to serve — Resale to municipal plant — Right to 


require contract. 


A power company which has been ordered to serve a municipal plant un- 
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RE NORTHERN STATES POWER CO. 


der a specified rate schedule is not obliged to serve at such rates unless the 
municipality enters into a contract as provided by that schedule. 


[May 15, 1941.] 


EHEARING upon order directing power company to serve a 
municipal plant at rates in company’s schedule; order af- 
firmed. For earlier order, see 35 PUR(NS) 237. 


By the Commission: By order of 
September 3, 1940, 35 PUR(NS) 
237, we directed Northern States 
Power Company to furnish the village 
of Whitehall, Trempealeau county, as 
a public electric utility, with its re- 
quirements of electric energy at the 
rates prescribed in the company’s filed 
schedule W-1. On application of 
Northern States Power Company, re- 
hearing for purposes of oral argu- 
ment and submittal of briefs was 
granted by order of October Ist. 

Rehearing scheduled for October 


14th was postponed from time to time 
to permit negotiations between the 


company and village. When no set- 
tlment resulted from negotiations, 
the adjourned rehearing was set by 
notice of April 2nd. 


APPEARANCES: Northern States 
Power Company by John M. Camp- 
bell, Attorney, Eau Claire; Village of 
Whitehall by Burr Tarrant, Village 
Attorney, Whitehall; of the Commis- 
sion staff; Philip H. Porter, Chief 
Counsel. 


Since a verbatim record of the oral 
argument was made, no briefs were 
filed. 

The parties stipulated that on Feb- 
ruary 27th the company had advised 
the village that a 10-year contract 
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with a 5-year cancellation privilege 
would be tendered; that such contract 
was forwarded to the village on March 
18; and that the village to date has 
refused to sign the contract. 

The company contended at the re- 
hearing that such contract is an integ- 
ral part of the W-1 rate schedule. It 
stated its willingness to furnish serv- 
ice to the village under the terms and 
conditions set out in schedule W-1, 
but asserted that, except as provided 
in that rate schedule, it is not under 
any obligation to furnish service to 
the village. 

The village asked for interpreta- 
tion of the Commission’s order as to 
whether it is necessary for the village 
to sign a contract in order to secure 
service at the rates specified in sched- 
ule W-1. The village cited finding 
No. 3 of the Commission’s order, 
“That reasonable rates for such serv- 
ice are those in the company’s sched- 
ule W-1 on file with this Commis- 
sion.” 

Schedule W-1 resulted from our 
order of May 27, 1937, 16 Wis 
PSCR 1, 19 PUR(NS) 153, as modi- 
fied by order of August 27, 1937. In 
the latter order we made the follow- 
ing finding (17 Wis PSCR 88, 99, 
Docket 2—U-657, 20 PUR( NS) 293, 
302, Investigation, on Motion of the 
Commission, of the Rates, Rules, 
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Practices, and Activities of the North- 
ern States Power Company and Mid- 
land Public Service Company) : 

“1. The term of a contract for re- 
sale service is a vital and essential part 
of the rate and should be prescribed 
as a condition of its availability.” 

The availability clause in Schedule 
W-1 reads: 

“Availability. This schedule shall 
be available at primary distribution 
voltages for resale service to public 
utility customers (exclusive of inter- 
change customers) upon signing a 
contract for service for ten years, sub- 
ject to the reservations heretofore 
made by the company and the Com- 


mission as to the obligation of sery. 
ice in Docket 2—U-657.” 

The customers served under sched- 
ule W-1 have entered into contracts 
with the company. For the village 
of Whitehall to receive service under 
such schedule without entering into a 
similar contract would result in dis. 
crimination. 

We interpret our order of Septem. 
ber 3, 1940, supra, to mean—consist- 
ent with the finding above quoted from 
our order of August 27, 1937, supra 
—that the village of Whitehall is en- 
titled to the rates set out in schedule 
W-1 of Northern States Power Com- 
pany only if the village enters into a 
contract as provided by that schedule. 





WASHINGTON DEPARTMENT OF PUBLIC SERVICE 


Re Ed Sullivan 


[Application D-1434,] 


Re Anacortes-Mt. Vernon Stage Company 


[Application D-1437.] 


Re L. A. Shelton 


[Application D-1439.] 
[Order M. V. No. 35406, Hearing No. 2498.] 


Monopoly and competition, § 61 — Motor carriers — Rights of existing carrier 
— Opportunity to provide service. 

The Department may not authorize a motor carrier passenger and express 

service in territory being served by an existing carrier until the latter has been 

requested to provide all additional service required and has refused to do so. 


[May 13, 1941.] 
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RE SULLIVAN 


PPLICATIONS for certificates to furnish motor carrier pas 
A senger and express service between fixed terminals; order 
in accordance with opinion. 


By the DEPARTMENT: This mat- 
ter came on regularly for hearing at 
Coupeville, Washington, on the 23rd 
day of April, 1941, pursuant to no- 
tice duly given, before Ralph J. Ben- 
jamin, Supervisor of Transportation, 
and Joseph Starin, Examiner. Wal- 
ter R. Groshong, Reporter. 


The parties were represented as 
follows: Washington Department 
of Public Service, by Clifford O. Moe, 
Assistant Attorney General, Olympia ; 
Ed Sullivan, by James Zylstra, At- 
torney, Coupeville; Anacortes-Mt. 
Vernon Stage Company, by R. V. 
Welts, Attorney, Mt. Vernon; L. A. 
Shelton by O. D. Anderson, Attorney, 
Everett. 


Witnesses were sworn and exam- 
ined, documentary evidence was in- 
troduced and the Department being 
fully advised in the premises makes 
and enters the following: 


Findings of Fact, Opinion and Order 
History of the Case 


This case arose on the applications 
of two existing auto transportation 
companies holding certificates of pub- 
lic convenience and necessity from the 
Department and one person, not now 
a certificate holder, to render service 
on Whidby island and from Whidby 
island points to Mount Vernon and 
Anacortes. Ed Sullivan of Coupe- 
ville, Washington, made application 
for certificate to furnish passenger 
and express service between Mount 
Vernon and Fort Casey and Keystone 
on Whidby island. 
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The Anacortes-Mt. Vernon State 
Company’s certificate presently au- 
thorizes passenger and express serv- 
ice between Mount Vernon and Ana- 
cortes via Whitney and La Conner 
and other routes which are not mate- 
rial to this case. This company made 
application for an extension under its 
certificate to include passenger and 
express service under Certificate No. 
1 between Keystone and Fort Casey 
and Whidby Island Junction. 

L. A. Shelton, doing business as 
Mukilteo Whidby Island Stages, un- 
der her certificate is authorized to ren- 
der passenger and express service be- 
tween Oak Harbor and Seattle via 
Mukilteo, Mukilteo, and Everett and 
Oak Harbor and Columbia Beach via 
Coupeville and Langley. She applied 
for an extension of passenger and ex- 
press service under Certificate No. 
216 from Oak Harbor to Anacortes 
and Mount Vernon. 

The application of Anacortes-Mt. 
Vernon Stage Company was protest- 
ed by L. A. Shelton. The application 
of Ed Sullivan was protested by L. A. 
Shelton and also by the Anacortes- 
Mt. Vernon Stage Company. 

Mrs. Shelton operates on Whidby 
island over Secondary State Highway 
1-D between Columbia Beach and 
Oak Harbor via Coupeville and Lang- 
ley. The Anacortes-Mt. Vernon 
Stage Company operates in a general 
east and west direction between Ana- 
cortes and Mount Vernon over State 
Highway No. 1. The two roads have 
a junction at what is called Whidby 
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Island Junction. The service applied 
for by Ed Sullivan between Keystone 
and Fort Casey on the one hand and 
Oak Harbor on the other hand would 
be over the identical route and cover- 
ing the same territory now served by 
Mrs. Shelton, and between Whidby 
Island Junction and Mount Vernon 
would be over the identical route and 
covering the same territory now 
served by Anacortes-Mt. Vernon 
Stage Company. Between Oak Har- 
bor and Whidby Island Junction, 
there is at present no service. 

The applied-for service of Ana- 
cortes-Mt. Vernon Stage Company 
would cover the same route and the 
same territory between Oak Harbor 
and Keystone and Fort Casey on Sec- 
ondary State Highway No. 1-A, that 
is served by Mrs. Shelton. 

Mrs. Shelton’s application would 
cover the same route and territory be- 
tween Whidby Island Junction and 
Anacortes and Mount Vernon on 
State Road No. 1 that is served by 
Anacortes-Mt. Vernon Stage Com- 


pany. 


Findings of Fact 


At the outset Ed Sullivan stated 
that he was willing that restriction be 
placed in a certificate, if it were grant- 
ed to him, prohibiting local service 
from Whidby Island Junction to 
Mount Vernon; i.e., he would want 
the right to pick up passengers north 
of Whidby Island Junction, provid- 
ing they were destined to some point 
along his route south of there, and to 
deliver passengers who originated in 
territories south of Whidby Island 
Junction to points north of said junc- 
tion. He does not wish the certificate 
issued to him if he is not permitted to 


go through to Anacortes. He does 
not wish to be compelled to transfer 
his passengers at Whidby Island June. 
tion to the Anacortes-Mt. Vernon 
stage. It is 40 miles between Key. 
stone and Mount Vernon and 16 miles 
between Keystone and Oak Harbor. 
There are about 450 soldiers at Fort 
Casey. He wishes to provide service 
for these men to Whidby island points 
and to Mount Vernon. He has pur- 
chased two 28-passenger 1941 Ford 
busses of the value of $3,300 each, 
He has not previously been in the 
auto transportation business. Sulli- 
van contended that his service would 
not conflict with that of Mrs. Shelton 
because he would have different sched- 
ules. 

The testimony of other witnesses 
shows that a number of young people 
on the island attend normal school at 
Bellingham and require transportation 
service between island points and 
Mount Vernon where they may con- 
nect with the Bellingham bus. Farm- 
ers buy machinery and equipment in 
Mount Vernon. It would be a benefit 
to the farmers if there were a stage 
line established to Mount Vernon. 
There is no through service available 
at present. It is 15 miles between Oak 
Harbor and Whidby Island Junction. 
There is no bus service between Oak 
Harbor and Whidby Island Junction 
at present so that there is no service 
available from island points north- 
ward to Mount Vernon. The popu- 
lation of Oak Harbor is about 600; 
Coupeville, 500; and Langley, 500. 
These are the principal points on the 
island. 

All parties agreed, and the record 
shows, that a bus service is required 
between island points and Mount 
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Vernon. Island people would be able 
to shop in Mount Vernon if they had 
direct service. The ferry service to 
be established between Port Townsend 
and Keystone, together with a bus 
grvice to Mount Vernon, would pro- 
vide a direct route for people who de- 
sire to go from Mount Vernon and 
points on the mainland to the Olym- 
pic peninsula. This would result in 
drawing passengers from all over the 
Olympic peninsula. One-third of the 
population of Whidby island lives in 
the south end of the island. They 
need service north to Anacortes and 
Mount Vernon. Also, people living 
in the north end of the island require 
service south to Everett and Seattle. 

The men at Fort Casey at present 
constitute a fairly large potential trade 
for the busses. However, when this 


war emergency is over and if the forts 
take on their normal peace-time size, 


a purely local independent island serv- 
ice without outlets to Mount Vernon 
on the north and Everett and Seattle 
on the south could not pay. Local 
service has been tried before and 
failed. 

The record shows that the con- 
venience and necessity of the people 
on Whidby island requires the insti- 
tution of a passenger bus service be- 
tween island points and Mount Ver- 
non. The question, however, appears 
to be whether the Sullivan application 
should be granted giving a through 
service without transfer to Mount 
Vernon or whether the two existing 
carriers should be allowed to give the 
necessary service by closing the gap 
between Oak Harbor and Whidby Is- 
land Junction. Sullivan and witness- 
es in his behalf opposed a connecting 
service on the grounds that people 
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would have to get off one stage and 
wait in all kinds of weather for the 
connecting Anacortes-Mt. Vernon 
stage. Also that there would be great- 
er possibility of loss of express ship- 
ments if express had to be transferred 
from one stage to the other. Oppos- 
ing this testimony, however, is the 
fact that at Whidby Island Junction 
there is a fairly large store and serv- 
ice station and that the proprietor of 
the store is agreeable, and even anx- 
ious, that connecting passengers use 
facilities of his waiting room and ac- 
commodations. Passengers waiting 
for busses would be prospective pa- 
trons of his store. There would be no 
necessity for people to stand in the 
weather waiting for a connecting bus. 

The Anacortes-Mt. Vernon Stage 
Company gets about 1,000 passengers 
a year at Whidby Island Junction who 
come to that point by private automo- 
bile from Whidby island. If Sulli- 
van’s application were granted, this 
would mean a considerable loss to 
this company. It handles the express 
shipments from Mount Vernon and 
forwards said express with the mail 
carrier to Whidby island points. This 
company connects at Mount Vernon 
with the North Coast Transportation 
Company for Bellingham. Six trips 
a day are made between Anacortes and 
Mount Vernon. The company will 
institute added trips or change time 
schedules so that it will connect with 
either the service of Mrs. Shelton or 
Sullivan, depending upon which ap- 
plication is granted. The company is 
willing to drop its own application for 
service to points south of Whidby Is- 
land Junction if a plan is worked out 
to connect with its service at the junc- 
tion. The evidence shows that many 
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people now ride daily on the busses of 
this company and get on and off at 
Dean’s Service Station at Whidby Is- 
land Junction. This is not a large 
company but its equipment and serv- 
ice is very satisfactory. It suffered 
an operating loss in the sum of $200 
in 1940. 

Mrs. Shelton is now serving all 
points on the island except that por- 
tion between Oak Harbor and Whid- 
by Island Junction. She has two bus- 
ses in this service and expects to buy 
more. She will, if her application is 
granted, institute connecting service 
with the Anacortes-Mt. Vernon Stage 
Company. She will also put on ad- 
ditional local trips between Fort 
Casey, Coupeville, and Oak Harbor. 
She is willing to withdraw her appli- 
cation for service beyond Whidby Is- 
land Junction, between Anacortes and 
Mount Vernon, provided she is per- 
mitted to make connections with the 
Anacortes-Mt. Vernon Stage Com- 
pany. 

Opinion 

It is our opinion that the applica- 
tion of Ed Sullivan must be denied. 
His application between Fort Casey, 
Keystone, and Oak Harbor covers 
territory already served by Mrs. Shel- 
ton. Under the law, we are not per- 
mitted to grant an additional certifi- 
cate in territory already served by an 
existing certificate holder. Rem. Rev. 
Stat. § 6390, so far as applicable to 
this case, is as follows: 

a The Commission shall have 


power, after hearing, when the ap- 
plicant requests a certificate to oper- 
ate in a territory already served by a 
certificate holder under this act, only 
when the existing auto transportation 
39 PUR(NS) 


company or companies serving su¢) 

territory will not provide the same tp 

the satisfaction of the Commission, 
” 

The fact that Sullivan would op: 
ate his trips at different times than 
those of Mrs. Shelton cannot affec: 
our decision since it is well settled by 
court decision that an existing certif- 
cate holder has a right to render all 
the additional service required and 
must first be requested by the Depart. 
ment to render said additional service, 
and refuse to render said service, be- 
fore the Department may grant an 
additional certificate to a new appli- 
cant. 

This 


precludes the Department, 


therefore, from granting Mr. Sull- § 


van a certificate between the most im- 
portant centers on the island. What 
territory then is open that could be 
considered as territory not already 
served? The only possible territory 
is that between Oak Harbor and 
Whidby Island Junction. Aside from 
the fact that this stretch is compara- 
tively sparsely settled, the record 
shows that the Anacortes-Mt. Vernon 
Stage Company draws a considerable 
portion of its passengers and revenue 
from this section. The distance be- 
tween the two points is only 14 or 15 
miles. The north end of this section 
is served by Anacortes-Mt. Vernon 
Stage Line and the south end of the 
section is adjacent to Oak Harbor 
served by Mrs. Shelton. Territory 
between Whidby Island Junction and 
Mount Vernon is, of course, already 
served by Anacortes-Mt. Vernon 
Stage Line. 

If the Department were to grant 
Mr. Sullivan’s application purely as a 
through service between Keystone, 
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Fort Casey, and Mount Vernon, with 
no intermediate service permitted, he 
would find it financially impossible to 
say in business. We, therefore, must 
deny Mr. Sullivan’s application. 

It is our opinion that Mrs. Shel- 
ton’s application should be granted, 
by permitting her to close the gap be- 
tween Oak Harbor and Whidby Is- 
land Junction and by instituting 
schedules which will connect at Whid- 
by Island Junction with the service of 
the Anacortes-Mt. Vernon Stage 
Company. An auto transportation 
company has a right to an extension 
of its service into territory immedi- 
ately adjacent to that which it already 
serves. Both Mrs. Shelton and the 
Anacortes-Mt. Vernon Stage Com- 
pany have agreed in the record to co- 
dperate in instituting connecting serv- 


ice with the connecting point at Whid- 
by Island Junction. It is our opinion, 
therefore, that the application of 
Anacortes-Mt. Vernon Stage Com- 
pany should be denied and the appli- 
cation of Mrs. Shelton granted be- 
tween Oak Harbor and Whidby Island 
Junction but that service from Oak 
Harbor to Anacortes and Mount Ver- 
non should be denied. It is our opin- 
ion, and we find, that public conven- 
ience and necessity of the people along 
the routes and in the territory served 
by Mrs. Shelton on Whidby island 
requires that she institute a passenger 
bus service between said points and 
Mount Vernon by extension of her 
service from Oak Harbor to Whidby 
Island Junction to connect with the 
service of the Anacortes-Mt. Vernon 
Stage Line. 





FEDERAL COMMUNICATIONS COMMISSION 


Re Southwestern Bell Telephone Company 


[P-12, Docket No. 5672.] 


Rates, § 3 — Jurisdiction of Federal Communications Commission — Inter- 
sone message rates — Calls between states. 
1. Telephone service furnished under a schedule of “interzone message 
rates,” applicable to calls between suburban zones in adjoining states over 
the lines of a company operating an exchange in contiguous cities in such 
states and including such suburban zones in an extended exchange area 
(zones service permitting calling at flat rates to customers in the originating 
zone only, with interzone message rates applying on all calls to other zones) 
is not exempt from the jurisdiction of the Federal Communications Com- 
mission as “telephone exchange service” exempted under § 221(b) of the 
Communications Act; it is not “intercommunicating service of the character 
ordinarily furnished by a single exchange and which is covered by the ex- 


change service charge,” p. 179. 
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Rates, § 238 — Schedules — Necessity of filing with Federal Commission — Injey. 


zone message rates. 


2. Rates of a telephone company covering interstate toll messages betwem 
zones in its district exchange area, designated as “interzone message servic:” 
and applicable to calls between suburban zones in adjoining states, but not 
constituting measured exchange service, should be included in tariffs on ile 
with the Federal Communications Commission in accordance with require. 
ments of § 203 of the Communications Act, 47 USCA § 203, p. 179, 


(Case and Craven, Commissioners, dissent.) 


[May 28, 1941.] 


NVESTIGATION of enlargement of telephone exchange area, 
I involving cancellation of “message toll rates” and filing of 
“interzone message rates’ for interstate service between zones 

outside of exchange zone; filing of tariffs ordered. 


APPEARANCES: On behalf of the 
respondent, Southwestern Bell Tele- 
phone Company, E. W. Clausen, St. 
Louis, Missouri; on behalf of the Mis- 
souri Public Service Commission, 
James H. Linton; on behalf of the 
State Corporation Commission of 
Kansas, Harold Medill; on behalf of 
National Association of Railroad and 
Utilities Commissioners, John E. Ben- 
ton; on behalf of the Federal Com- 
munications Commission, James A. 
Kennedy, and Frank B. Warren. 


By the Commission: This pro- 
ceeding arises upon motion of the 
Commission for an investigation con- 
cerning the failure of the Southwest- 
ern Bell Telephone Company to file 
with this Commission certain tele- 
phone message rates applicable to in- 
terstate traffic in the Kansas City area. 
Prior to July 1, 1938, the Southwest- 
ern Bell Telephone Company, herein- 
after referred to as the company, filed 
with this Commission certain tariffs 
canceling interstate message toll tele- 
phone rates applicable to calls between 
suburban communities contiguous to 
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Kansas City, Missouri, and Kansas 
City, Kansas. The cancellation was 
effective July 1, 1938. On June 29, 
1938, the Commission directed that 
an investigation be made with te. 
spect to the cancellation of the rates 
mentioned. Subsequently, the com- 
pany was advised that, in the opinion 
of the Commission, the rates cover- 
ing the interstate toll messages should 
be included in tariffs filed with this 
Commission. The company requested 
a hearing before this Commission. 
The request was granted, and the 
hearing was held October 9, 1939. 

The State Corporation Commission 
of Kansas and the Public Service 
Commission of Missouri were re- 
quested to codperate with this Con- 
mission in disposing of the question 
presented. They cooperated in pre- 
paring a stipulation, which was in- 
corporated in the record. The only 
other evidence received at the hearing 
was the testimony of an operating of- 
ficial of the company covering cer- 
tain practical operating characteristics 
of the traffic moving under the can- 
celed rates. 
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The Southwestern Bell Telephone 
ompany is a Carrier, as defined in 
He Communications Act, doing busi- 
«ss in the states of Kansas and Mis- 
wri, engaging in interstate commu- 
ication service between Kansas and 
{issouri and particularly within the 
trea described in respondent’s tariffs 
mn file with the Kansas and Missouri 
ommissions as the “Kansas City Dis- 
rict Exchange Area.” 

A proposed report in this proceed- 
ing was issued on July 26, 1940. Ex- 
wptions to this report and brief in 
wipport of the exceptions were filed 
y the Southwestern Bell Telephone 
(ompany. Exceptions were also filed 
ty the Kansas Corporation Commis- 
sion. Counsel for the company and 
he general solicitor of the National 
Association of Railroad and Utilities 
ommissioners were heard on oral 
preument. All of the evidence in the 
record, the briefs, and oral arguments 
have been carefully considered in 
raching the conclusions herein ex- 
pressed. 

[1,2] Kansas City, Missouri, and 
Kansas City, Kansas, are contiguous 
unicipalities and have long been in- 
luded in the same telephone exchange 
area. The exchange rates for these 
ities have never been on file with any 
ederal regulatory authority, and the 
atter of filing rates for exchange 
ervice is not an issue in this proceed- 
ng. As the cities expanded and de- 
eloped, certain suburban communi- 
ies contiguous to them were first sup- 
lied with telephone exchange service 
a limited basis whereby a subscrib- 
tin any one of those suburban com- 
unities had access to other subscrib- 
ts in the same community under his 
xchange flat rate, and all calls to oth- 
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er suburban communities or to the 
cities named were handled as toll mes- 
sages and charged for on a per-message 
basis. The rates for such interstate 
toll messages were formerly on file 
with this Commission and are the 
rates which were canceled effective 
July 1, 1938. Some of those communi- 
ties have been absorbed into one or the 
other of the two cities named and are 
now included within the exchange 
areas of Kansas City proper. The 
suburban communities which are in- 
volved in this proceeding have been, 
until July 1, 1938, receiving limited 
service on the basis above described. 

Effective July 1, 1938, the com- 
pany, with the approval of the Kan- 
sas and Missouri Commissions, creat- 
ed an enlarged Kansas City District 
Exchange Area, which embraces Kan- 
sas City, Missouri, Kansas City, Kan- 
sas, and a number of surrounding con- 
tiguous communities located either in 
Missouri or Kansas. Tariffs filed 
with the Kansas and Missouri Com- 
missions provide for alternative serv- 
ice throughout this district exchange 
area whereby a subscriber in any one 
of these suburban communities may 
obtain either: 

(1) Zone service which permits 
calling at flat rates to customers in the 
originating zone only, with interzone 
message rates applying on all calls to 
other zones; 

or 

(2) District (extended area) serv- 
ice permitting residence customers to 
call at flat rates to all customers in the 
originating zone and the Kansas City 
zone and those business and residence 
customers taking district service in 
all other zones. For business custom- 
ers, the district service includes un- 
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limited service to all customers in the 
originating zone and an allowance of 
20 messages per month (additional 
calls at 4 cents each) to all customers 
in the Kansas City zone or to those 
customers taking district service in all 
other zones., For both business and 
residence customers, interzone mes- 
sage rates apply on all calls to custom- 
ers taking zone service in other sub- 
urban zones. 

In the Kansas City zone, only one 
type of customer service is offered, 
providing, at flat or message rates, 
service to all customers in the Kansas 
City zone and to those customers tak- 
ing district (extended area) service in 
all other zones. Interzone message 
rates apply on all calls to exchange 
customers taking zone service in the 
suburban zones. 

The matter of filing the rates de- 
scribed in item (2) above is not an 
issue in this proceeding. The issues 
cover only the filing of the interstate 
“qnterzone message rates” referred to 
in item (1) formerly filed with this 
Commission as “message toll rates.” 
Those are the rates which the Com- 
mission requested the company to file 
and which the company contends that 
it is not required to file with this 
Commission. 

It is apparent that the only real 
change effected on July 1, 1938, was 
to add the service described under 
item (2), since that described under 
item (1) had been available for many 
years. The availability of the item 
(2) service reduces the number of 
toll messages transmitted in connec- 
tion with the item (1) service, but 
does not change the nature of that 
service. In transmitting interstate 
messages between zones in the dis- 
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trict exchange area, the operating pro 
cedure was the same after July 1, 1939 
as it was before. The method of bil] 
ing and collecting for these item (1) 
messages is the same as before Jul 
1, 1938. Prior to July 1, 1938 these 
interzone calls were classified as “mes 
sage toll telephone service” in toll tar 
iffs on file with this Commission. Sub 
sequent to July 1, 1938, these same 
calls were included under the classifi 
cation “interzone message service,” 
and charges therefor are included onl 
in tariffs on file with the Kansas and 
Missouri Commissions. It appears 
that this change of name and a de- 
crease in the volume of the traffic are 
the only changes which occurred with 
relation to this service. 

The broad grant of authority to this 
Commission is contained in §§ 1 and 
2 of the Communications Act, 47 
USCA §§ 151, 152, § 1 of which reads 
in part: 

“For the purpose of regulating in- 
terstate and foreign commerce in com- 
munication by wire and radio 
there is hereby created a Commission 
to be known as the ‘Federal Communi- 
cations Commission,’ which shall be 
constituted as hereinafter provided and 
which shall execute and enforce the 
provisions of this act.” 

Section 2 states: ‘The provisions 
of this act shall apply to all interstate 
and foreign communication by wire 
or radio x ihe 

Section 221(b) of the Communi- 
cations Act, 47 USCA § 221(b), 
reads as follows: ‘Nothing in this 
act shall be construed to apply, or to 
give the Commission jurisdiction, 
with respect to charges, classifications, 
practices, services, facilities, or regu- 
lations for or in connection with wire 
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telephone exchange service, even 
though a portion of such exchange 
service constitutes interstate or for- 
eign communication, in any case where 
such matters are subject to regula- 
tion by a state Commission or by local 
governmental authority.” 

Telephone exchange service is de- 
fned in § 3 of the Communications 
Act, 47 USCA § 153(r), as follows: 
“Telephone exchange service’ means 
service within a telephone exchange, 
or within a connected system of tele- 
phone exchanges within the same ex- 
change area operated to furnish to 
subscribers intercommunicating serv- 
ice of the character ordinarily fur- 
nished by a single exchange, and which 
is covered by the exchange service 
charge.” 

The Communications Act contains 
abroad all-inclusive grant of authority 
to this Commission over all interstate 
communication by wire or radio. 
Section 221(b) is an exception to, or 
limitation upon, this broad grant. 
Giving it its broadest possible mean- 
ing, consideration of the definition of 
“telephone exchange service” in § 3 
of the act necessitates the conclusion 
that the service furnished under the 
interstate “interzone message rates” 
in the Kansas City extended exchange 
area is not within the exception con- 
tained in § 221(b). It is not “inter- 
communicating service of the char- 
acter ordinarily furnished by a single 
exchange and which is covered by the 
exchange service charge.” 

The contract entered into by a sub- 
scriber for telephone exchange serv- 
ice in the Kansas City area includes 
and involves all the provisions of the 
applicable tariffs of the carrier. This 
is a reasonable interpretation of the 
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whole agreement, express and implied, 
between the subscriber and the com- 
pany. The subscriber, however, con- 
tracts for a particular type of ex- 
change service. He also agrees to pay 
the lawful rates for toll service not 
covered in his contract for exchange 
service. It would be just as logical to 
say that all toll rates in the United 
States are included in the subscriber’s 
contract for exchange service as to 
say that a subscriber for limited or 
zone service in one of the Kansas City 
zones has included in his contract for 
exchange service the toll rates cover- 
ing the interzone messages. 

The distinction between extended 
area measured exchange service mes- 
sages and the interzone messages re- 
ferred to in this proceeding is very 
clear. Measured service is a common 
and recognized method of charging 
for exchange service and contemplates 
a flat minimum charge with a specified 
number of messages included therein. 
Messages in excess of the minimum 
number are charged for at a specified 
rate per message, but all the messages 
must be within the same area as that 
covered by the minimum charge for 
exchange service. The interzone mes- 
sages referred to in this proceeding 
terminate outside the local zone ex- 
change area covered by the flat zone 
exchange rate. 

From the standpoint of the sub- 
scribers in the suburban communities 
who take local or zone service 
described under item (1) above, the 
zone exchange rate only covers service 
to other subscribers in the local zone 
in which they live, and the message 
rates are designed to cover service 
between the local or zone exchanges 
within the district exchange area. 
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The mere fact that the zone exchange 
area is within the geographical limits 
of a larger district exchange does not 
affect the nature of the service fur- 
nished under the interzone interstate 
messages rates. It is not “service 

which is covered by the ex- 
change service charge.” 

Service rendered in interstate com- 
merce between the suburban commu- 
nities contiguous to Kansas City under 
the interzone message rates which be- 
came effective July 1, 1938, is in all 
respects identical with that furnished 
prior to July 1, 1938, under the mes- 
sage toll rates then on file with this 
Commission. It should not be as- 
sumed that carriers subject to the 
Communications Act could, by merely 
changing the label on a particular 
class of service, bring such service 
within the exception in § 221(b), thus 


eliminating the necessity of filing rates 
under the provisions of § 203. 


Conclusions 


It is our conclusion that the present 
rates covering interstate telephone toll 
messages between zones in the Kansas 
City district exchange area, designat- 
ed as “message toll rates” in tariffs 
formerly on file with this Commis- 
sion, and now designated as “inter- 
zone message service” by the company 
in tariffs on file with the Kansas and 
Missouri Commissions, should be in- 
cluded in tariffs on file with this Com- 
mission, in accordance with the re- 
quirements of § 203. An appropriate 
order will be entered. [Order omit- 
ted. ] 


CasE and CravEN, Commissioners, 
dissenting: We believe that under 
any reasonable interpretation of § 221 
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(b) of the Communications Act, sy. 
pra, rates for telephone service within 
the Kansas City exchange area, as en. 
larged on July 1, 1938, are not prop- 
erly within the jurisdiction of this 
Commission. 

Section 221(b) of the act specifi- 
cally excludes this Commission from 
exercising any authority whatsoever 
with respect to “charges, classifica- 
tions, practices, services, facilities, or 
regulations for or in connection with 
wire telephone exchange service.” 
The language of the act is specific and 
plain. The phrase “in any case where 
such matters are subject to regulation 
by a state Commission or by local gov- 
ernmental authority—” in § 221(b) 
is seized upon to urge a strained con- 
struction of the paragraph as a whole, 
which would nullify its meaning. It 
is further assumed that, under the 
Constitution, no purely state authori- 
ty could be given jurisdiction over in- 
terstate commerce in the nature of 
telephone exchange service. 
hearings on the Communications Act 
show clearly that the reference in 
§ 221(b) is to the state regulatory 
Commissions as then constituted. The 
paragraph was suggested by the gen- 
eral solicitor for the National Asso- 
ciation of Railroad and Utilities Com- 
missioners. A witness for the Iowa 
Independent Telephone Association 
suggested that the quoted phrase be 
omitted since, in his opinion, the Fed- 
eral Commission should not have ju- 
risdiction even where there was no 
local regulatory authority. Iowa has 
no local or state authority for the reg- 
ulation of telephone rates. No one 
questioned his understanding of the 
meaning of the quoted phrase. 

It is not for this: Commission to 
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question the action of Congress as be- 
ing unwise or even unconstitutional. 
The intent of Congress is plain. 

No distinction should be drawn be- 
tween the flat rate charges for ex- 
change service and the message rates 
hetween zones in the enlarged exchange 
area. The interzone message rates are 
within the meaning of “exchange serv- 
ce’ under any commonly accepted 
construction of this phrase at the time 
of the passage of the Communications 
Act. Exchange service is furnished 
within an area including interconnect- 
ed central offices where the communi- 
ty of interest indicates the desirability 
of flat rate service throughout such an 
area. It is shown in this record that 
the enlargement of the Kansas City 
area was sponsored by the state Com- 
missions of Kansas and Missouri. 
The retention of message rates and 
limited or zone service within the en- 
larged area is merely an incident and 
avery minor one in the general pro- 
vision of expanded flat rate service 
within the entire exchange area. 

We are not here confronted with a 
situation where the company seeks to 
deprive this Commission of its juris- 
diction over what is essentially toll 
service between communities or cities 
through an unwarranted and wholly 
fictitious expansion of the exchange 
area beyond the limits consonant with 
any recognized measure of communi- 
ty interest. The Census Bureau pro- 
vides a test for measuring community 
of interest as a basis of ultimate ex- 
pansion of exchange areas. If and 
when the operating telephone com- 
panies seek to go beyond the accept- 
ed limitation of community interest 
adaptable for flat rate exchange serv- 
ice, we are in position to take whatever 
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action may be appropriate at that time. 
This is not such a case, nor are we 
warranted in assuming that we will 
ever be faced with such a case. The 
history of exchange area development 
to date does not give color to such a 
possibility but rather negatives it. 
Expansion of an exchange area has 
heretofore coincided with or lagged 
behind (never preceded) public de- 
mand and has always been well within 
the commonly accepted limits of 
metropolitan areas as defined by the 
Census Bureau. 


There is a discernible and practical 
difference in the operations of any 
telephone company within an ex- 
change area and those between com- 
munities which have not developed 
the community of interest which justi- 
fies their inclusion within the same ex- 
change area. Community of interest 
between communities served by differ- 
ent central offices develops slowly and 
eventually reaches the point where it 
justifies the elimination of the toll 
board originally employed to handle 
messages between the communities, 
even though these messages continue 
to be charged for as toll traffic during 
the transitional period. Ultimately 
the combined effect of public demand 
and economy of operation results in 
the establishment of an enlarged ex- 
change area and the elimination of 
toll traffic as to most subscribers, who 
will take the flat rate enlarged area 
exchange service. A few may prefer, 
at least for a time, to remain as limited 
subscribers; confined, under their ex- 
change rate, to an area roughly cor- 
responding to the original area served 
by the local central office. The rela- 
tively insignificant number of calls by 
this limited class of subscriber be- 
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tween zones in the enlarged area is 
purely incidental in a very minor way 
to the operation of the whole area as 
an exchange. The development of an 
exchange area is not an instantaneous 
proposition and it is fruitless to make 
much of the fact that there is no 
change in actual operations with re- 
spect to the limited number of inter- 
zone messages immediately before and 
after July 1, 1938. On July 1, 1938, 
the community of interest and volume 
of traffic had reached the point where 
it was treated in all respects, except 
billing, as exchange traffic is usually 
treated. 

Telephone service within a single 
metropolitan area, regardless of state 
lines, has been recognized by the Con- 
gress as a local problem. It is in fact 
a local problem, both technically and 


socially. Congress has further recog. 
nized the desirability of leaving the 
matter of local exchange rates in the 
hands of state or local authorities. 
There is nothing in this record which 
indicates the desirability of an at. 
tempt on the part of this Commission 
to inject itself into these purely local 
problems. The state Commissions 
concerned are satisfied of their av. 
thority to fix the charges for sub- 
scribers in their respective states. The 
company does not contest their juris- 
diction. Hence the jurisdiction of 
the states is unchallenged. This Com- 
mission has no grounds whatsoever 
upon which to seek to extend its av- 
thority beyond the plain intent of the 
Congress. 

The investigation should be discon- 
tinued. 





CALIFORNIA RAILROAD COMMISSION 


Re California Water Service Company 


et al. 


[Decision No. 34207, Application No. 24038.] 


Municipal plants, § 21 —Acquisition of facilities — Competitive business — Op- 


erating loss. 


1. An application, by a water company and by a city which operates a 
water utility, for the transfer of the company’s plant to the municipality and 
for discontinuance of service by the company, should be granted when water 
operations in the city have reached the unfortunate stage where it is no 
longer possible for either system to operate at a profit, it appearing conclu- 
sively that the company cannot conduct its business in competition with the 
municipal waterworks except at a continuous and substantial out-of-pocket 


loss, p. 186. 


Municipal plants, § 10 — Jurisdiction of Commission — Contract of sale — Ap- 


proval of electorate. 


2. An objection that the majority of the electorate of a municipality did not 
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approve a contract for the sale of public utility property to the municipality 
will not be entertained by the Commission in a proceeding on application by 
a water company and the municipality for authorization of the sale, since 
it would be foreign to the jurisdiction of the Commission to pass judgment 
upon the propriety of the official action taken by the duly constituted mu- 
nicipal authority, p. 186. 


[May 20, 1941.] 


PPLICATION by water company and city for authority to 
transfer water property to the city and for authority of 
the company to discontinue service; granted. 


¥ 


APPEARANCES: McCutchen, Ol- industrial purposes. A few years ago, 
ney, Mannon & Greene, by Robert M. the city of Redding installed and is 
Brown, for applicant; Glenn D. New- now operating its own municipal wa- 
ton, City Attorney, and Chenoweth terworks which, for all practical pur- 
and Leininger, by Orr M. Cheno- poses, provides a completely parallel 
weth, for city of Redding. and competitive service with the util- 

ity. A contract has now been entered 

By the Commission: California into wherein the company has agreed 
Water Service Company, a corpora- to sell and transfer certain of the util- 
tion, engaged in the business of sell- ity properties to the city for a total 
ing water in the city of Redding, purchase price of $45,000 with inter- 
Shasta county, asks the Commission est, and payable in nine equal annual 
for authority to sell and transfer all instalments out of the net revenues to 
of its water rights and certain of its be derived by the city through the op- 
transmission, distribution, and stor- eration of the properties purchased. 
age facilities to the city of Redding, Upon the city assuming control and 
which joins in the application, and, possession of said properties, the Cal- 
in amendment to the application, re- ifornia Water Service Company is to 
quests authority to discontinue entire- withdraw from the field entirely. This 
ly its public utility obligations in the agreement was authorized by Resolu- 
tity of Redding and contiguous ter- tion No. 1189 duly passed and adopt- 
titory within a period of sixty days ed by the city council of the city of 


after the date of the order. Redding. 
The evidence shows that the book 


: . value of the company’s water proper- 
was held before Examiner Murray R. tes in Redding wan $315,265 as of 


MacKall * Redding. ; December 31, 1940. Competitive 

The California Water Service Com- conditions, arising from the opera- 
pany for many years has operated a tions of the municipal system, have 
public utility waterworks supplying resulted in a net operating loss claimed 
the inhabitants of the city of Redding to be $16,400 for the year 1940 with 
and certain adjoining territory with no prospect of improvement in the fu- 
water for domestic, commercial, and ture. The purchase contract provides 
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for the sale of certain facilities use- 
ful and necessary to the operation of 
the city’s waterworks. The remain- 
der of the utility plant and equipment 
will be salvaged and used elsewhere 
or otherwise disposed of. 

The testimony indicates that all 
consumers now being supplied through 
the utility’s system can be served by 
the municipal waterworks within a pe- 
riod not to exceed forty-five days, 
these forty-five days being the time 
required to cut over all service con- 
nections to the city’s distribution 
mains. 

[1,2] Objection against the ap- 
proval of this joint petition of the 
California Water Service Company 
and the city of Redding was made by 
Dr. Ernest Dozier, L. T. Alvard, and 
J. P. Staton, primarily upon the 
grounds that the action of the city 
council in entering into an agreement 
to purchase the properties involved 
herein did not have the approval of 
the majority of the electorate of the 
city of Redding and that authoriza- 
tion of the transfer of said properties 
would eliminate the existing competi- 


tive conditions resulting in the city 
immediately raising the rates for alj 
water service to the alleged serioys 
detriment of the public welfare, Ip 
this connection, it is well to consider 
the fact that water operations in the 
city of Redding have now reached the 
unfortunate stage where it is no long- 
er possible for either system to oper- 
ate at a profit. The evidence is con- 
clusive that California Water Service 
Company cannot conduct its business 
in competition with the municipal wa- 
terworks except at a continuous and 
substantial out-of-pocket loss. 

In the light of these circumstances, 
we are of the opinion that the appli- 
cation, as amended, should be grant- 
ed. It would appear highly improper 
as wholly foreign to its regularly con- 
stituted authority and jurisdiction for 
this Commission to attempt to pass 
judgment upon the propriety of the 
official action taken by the duly con- 
stituted municipal authorities leading 
to the acquisition of any of the prop- 
erties involved herein, which, in their 
opinion, appeared to be necessary and 
useful to their city. 





SECURITIES AND EXCHANGE COMMISSION 


Re Standard Power & Light Corporation 


[File No. 70-208, Release No. 2827.] 


Intercorporate relations, § 19.3 — Exchange of securities — Interest in sub- 
sidiary system — Integration proceedings. 

A registered holding company involved in integration proceedings under 

§ 11 of the Holding Company Act, 15 USCA § 79k, wherein disposal of 

its interest in a subsidiary system is part of a plan for winding up its 

affairs, should not be authorized to participate in a plan for distribution of 

stock holdings of an intermediate holding company by’ exchanging notes 
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and debentures of that company for stock holdings in the subsidiary sys- 
tem, as such a transaction would not meet the requirements of § 10(c) (1) 
and § 10(c) (2) of the Holding Company Act, 15 USCA § 79}. 


[June 13, 1941.] 


PPLICATION by registered holding company for approval of 
A an exchange of notes and debentures of a subsidiary for 
common stock ina system company; application denied. 


APPEARANCES: David K. Kadane, 
for the Public Utilities Division of the 
Commission; R. E. T. Riggs, of Sei- 
bert & Riggs, New York, New York, 
for Standard Power and Light Corpo- 
ration; Abner Goldstone, of New 
York city for Standard Gas and Elec- 
tic Company; William Yeager, for 
Abraham K. Weber, Attorney of Rec- 
ord for a holder of common stock, 
Nathaniel W. Nelson, New York, 
New York. 


By the Commission: Standard 
Power and Light Corporation is a 
registered holding company owning 
1,160,000 shares or 53.64 per cent of 
the common stock of Standard Gas 
and Electric Company, also a regis- 
tered holding company. Standard 
Gas as of December 31, 1940, owned 
993,870 shares or 99 per cent of the 
common stock (constituting 76 per 
cent of the voting power) of San Die- 
go Gas & Electric Company, a pub- 
lic utility company, serving San Diego, 
California, and its vicinage. Standard 
Gas also has subsidiaries which con- 
duct utility operations in 22 states oth- 
er than California, and it has em- 
barked on a program whereby it seeks 
to adjust its affairs in accordance with 
$11 (b) (1) of the Public Utility 
Holding Company Act of 1935, 15 
USCA § 79K (b) (1), by disposing 
of all its interests except Philadel- 
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phia Company. (Re Philadelphia Co. 
[1941] Holding Company Act Re- 
lease No. 2816.) 

As a step in the consummation of 
this program, Standard Gas applied 
to this Commission pursuant to § 11 
(e) of the act for our approval of a 
plant which as amended provided that 
holders of notes or debentures of 
Standard Gas would be entitled to ex- 
change each $1,000 principal amount 
thereof for 58 shares of the Common 
Stock of San Diego Gas & Electric 
Company. We approved the amend- 
ed plan, finding that it was “necessary 
to effectuate the provisions” of § 11 
(b). Re Standard Gas & E. Co. 
(1940) Holding Company Act Re- 
lease Nos. 2262, 2483, 7 SEC 1089, 
36 PUR(NS) 51. 

Standard Power and Light Corpo- 
ration owned at December 31, 1940, 
$973,000 principal amount of notes 
and debentures of Standard Gas. This 
proceeding is on an application of 
Standard Power for our approval of 
an exchange by it of $150,000 princi- 
pal amount of notes and debentures 
of Standard Gas for 8,700 shares of 
common stock of San Diego Gas & 
Electric Company pursuant to the 
Standard Gas exchange plan. Hear- 
ings were held after appropriate pub- 
lic notice. 

Standard Power and Light Corpo- 
ration has outstanding 34,054 shares 
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of $7 preferred stock on which divi- 
dends were in arrears on December 
31, 1940, in the amount of $48.06 per 
share, aggregating $1,636,862.27. It 
also has outstanding common stock in 
two series. The portfolio of Stand- 
ard Power consists of the following 
securities : 


$973,000 Principal amount of Standard Gas 
and Electric Company notes and 


debentures. 

40,751.3 Shares of Standard Gas $7 prior 
preference stock. 

1,160,000 Shares of Standard Gas common 


stock. 
1,980 Shares of Louisville Gas and Elec- 
~~ Company (Delaware) Class 
ommon stock. 
1,267.65 Shares = Mountain States Power 
Company common stock. 
9,750 rio of Philadelphia Company 
common stock. 
23,570 Shares of Southern Colorado Pow- 
er eae Class A common 
stock. 


The four last-named companies are 
direct subsidiaries of Standard Gas 


and Electric Company, and the inter- 
ests represented by the shares held 
by Standard Power are small in com- 
parison with the direct interests of 


Standard Gas in those companies. No 
dividends have been paid on the pre- 
ferred stock of Standard Power since 
1933. 

We have instituted proceedings 
against Standard Power under § 11 
(b) (2) of the act, in which proceed- 
ings there is being considered the 
question whether it is necessary to 
discontinue the existence of Standard 
Power, and, if so, what steps are nec- 
essary to bring that about. Holding 
Company Act Release No. 2095 
(1940). The record in those proceed- 
ings, which counsel has stipulated we 


may consider as part of the record 
herein, indicates that Standard Power 
and its large common stockholders ac. 
knowledge the desirability of Winding 
up the affairs of the corporation. 
Under these circumstances, we are 
asked to approve an exchange of 
Standard Gas notes and debentures 
owned by Standard Power, for shares 
of common stock of San Diego Gas 
& Electric Company. The application 
was filed under 8§ 9 (a) (1) and 10 
of the act, 15 USCA §§ 79i, 79), 
which provides, among other things, 
that the Commission shall not approve 
an acquisition of securities by a regis- 
tered holding company which is det- 
rimental to the carrying out of the 
provisions of § 11 (§ 10 (c) (1)); 
and that such an acquisition shall not 
be approved unless the Commission 
finds that it will serve the public in- 
terest by tending towards the econom- 
ical and efficient development of an 
integrated public utility system (§ 10 
(c) (2)). We plainly cannot avoid 
a rejection of the application under 
§ 10 (c) of the act. The carrying out 
of the provisions of § 11 requires 
completion of the process already in- 
stituted of a disposal by the Standard 
Power-Standard Gas system of its in- 
terest in'San Diego Gas & Electric 
Company. The application before 
us, which if approved would permit 
the retention in the system of 8,700 
shares of common stock of San Diego, 
would be detrimental to this objective. 
Moreover, we do not perceive any 
basis for finding that the acquisition 
would tend towards the development 
of an integrated public utility system. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Louis Rosendorn 


New England Telephone & Telegraph 
Company 


[D.P.U. 6443.] 


Telephones, § 5 — Jurisdiction of Commission — Directories — Classified section. 
1. The language of the statute (General Laws [Ter. Ed.] Chap. 159, § 12) 
conferring powers on the Department of Public Utilities is broad enough 
to include regulatory jurisdiction over the telephone directory, including the 
classified section, p. 191. 


Service, § 166 —- Rules and regulations — Limitation of liability — Telephone — 
Directory service. 

2. Provisions of a general regulation of a telephone company and a con- 
tract stipulation required of persons applying for directory service, limit- 
ing the liability of the company for errors or omissions, are fair and rea- 
sonable conditions or prerequisites to the furnishing of directory service 
in the telephone directory, where they limit the company’s liability arising 
from errors or omissions in directory listings (other than charged listings ) 
to the amount of actual impairment of the customer’s service and in no 
event to exceed one-half of the amount of the charges for exchange service 
involved during the period covered by the directory, and where in cases 
of charged directory listing the liability is limited to an amount not exceed- 
ing the amount of charges for the charged listing or listings involved during 
the period covered by the directory, p. 191. 

Service, § 46 — Jurisdiction of Commission — Managerial matters — Regulation 

as to liability. 

3. Provisions of a regulation of a telephone company and a contract stipula- 
tion required of persons applying for directory service limiting the liability 
of the company for errors or omissions come within the scope of manage- 
ment and when fair and reasonable should not be disturbed by the Depart- 
ment as a regulatory body, p. 191. 


[June 26, 1941.] 
ETITION by telephone subscriber relating to general regula- 
P tics and contract stipulation in connection with limited lia- 
bility for errors in listing ; dismissed. 
¥ 

APPEARANCES: John M. Capron, tioner complains that he was improp- 
for the petitioner; T. Baxter Milne, erly listed by the New England Tele- 
for New England Telephone & Tele- phone & Telegraph Company in its 
graph Company. classified directory in the issue of No- 
By the DEPARTMENT: The peti- vember, 1940, and in effect requests 
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that No. IX of the General Regula- 
tions of the company (D.P.U. No. 
6) be supplemented by the addition of 
a clause providing that the regulation 
shall not be construed so as to limit the 
liability of the company to a subscriber 
who shows special damage by reason 
of error or omission in the directory 
listings, whether in the section ar- 
ranged alphabetically or in the classi- 
fied section. 

General Regulation IX (D.P.U. 
No. 6) is as follows: 


“IX. Liability Due to Directory 
Errors and Omissions 


“A. The Telephone Company’s lia- 
bility arising from errors or omissions 
in directory listings (other than 
charged listings) shall be limited to 
the amount of actual impairment of 
the customer’s service and in no event 
shall exceed one-half the amount of 
the charges for the exchange service 
involved during the period covered by 
the directory in which the error or 
omission occurs. 

“B. In cases of charged directory 
listings, the liability of the telephone 
company shall be limited to an amount 
not exceeding the amount of charges 
for the charged listing or listings in- 
volved during the period covered by 
the directory in which the error or 
omission occurs.” 

In the November, 1940, issue of the 
directory of the New England Tele- 
phone & Telegraph Company the peti- 
tioner was listed in the alphabetical 
section as “Rosendorn Louis oil 
burners 94 Wash CAPitol 5892.” In 
the classified section of the directory 
the petitioner was listed on page 329 
under the general heading “OIL” and 
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under the classification “Oil Burners” 
in the following manner : 


RosENDORN Louis 
24-Hour SERVICE 
on ALL MAKEs OF OIL Burners 
94 Washington CAPitol 5892 
Night Sundays Holidays 
LEXington 1148 


It was represented to us at the hear. 
ing that the petitioner has during part 
of his time over the past seven years 
built up a business of selling and re. 
pairing oil burners which business he 
has carried on under the name and 
style of “Silent Glow Sales & Serv. 
ice Company” and that he has derived 
a substantial part of his income from 
the enterprise. He contends that the 
effect of the failure or refusal of the 
company to list his business in the 
name and style under which he has 
carried it on was so detrimental that it 
became necessary for him to close his 
Boston office although he still does 
business in Lexington, in the telephone 
directory of which town he admits he 
is satisfactorily listed. When the peti- 
tioner applied for listing in the direc- 
tory he signed an application to the 
company which provided as follows: 

“The undersigned agrees that the 
company shall not be liable for errors 
or omissions (including total omis- 
sions) in such directory service beyond 
the amount paid for the item or items in 
which errors or omissions occur for the 
issue life of the directory involved.” 

No evidence was offered which 
showed whether the closing of the 
Boston place of business of the peti- 
tioner was in fact due, in whole or in 
part, to the allegedly improper listing 
in the classified directory or to other 
causes or the extent-of the special dam- 
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age alleged to have been sustained by 
the petitioner. The petitioner, in 
our opinion, rightly concedes that the 
determination whether a cause of ac- 
tion exists is not for us to decide, but 
he does contend that by requiring an 
applicant for directory service to sign 
the form of commitment above re- 
ferred to the company is indulging in 
an unfair practice and that the provi- 
sions of Clause B of General Regula- 
tion IX limiting the liability of the 
company for errors or omissions in the 
classified directory, for which a charge 
is made, are unjust and unreasonable. 


[1] By a provision of General Laws 
(Ter. Ed.) Chap 159, § 12 the De- 
partment is given general supervision 
and regulation of, and jurisdiction 
and control over, services furnished 
or rendered for public use within the 
commonwealth by common carriers in- 
cluding those engaged in the trans- 
mission of intelligence by electricity, 
by means of telephone lines or any oth- 
er method or system of communica- 
tion, including the operation of all 
conveniences, appliances, instrumen- 
talities, or equipment appertaining 
thereto, or utilized in connection there- 
with, (See Clause D of said § 12.) 
The language of the statute confers 
very broad powers on the Department, 
we think, broad enough to include 
regulatory jurisdiction over the tele- 
phone directory including the classi- 
fied section. See Service Subscribers 
v. New York Teleph. Co. (NY 
1937) Case No. 9118, 20 PUR(NS) 
223. As broad as the power vested in 
the Department is, however, it must 
be exercised with due regard for the 
rights of company management which 
is intrusted with the responsibility of 
carrying on the business of the com- 
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pany efficiently and reasonably profit- 
ably but with due regard also for the 
rights of the public whose interests 
it is the Department’s duty to safe- 
guard. To some extent of course the 
right of public utility management may 
be affected and curtailed by a regu- 
latory body, “Nevertheless their 
(public utility companies) property 
cannot be taken without compensation, 
nor their right of management be un- 
reasonably curtailed under the guise 
of supervision, regulation, and con- 
trol.” New England Teleph. & Teleg. 
Co. v. Department of Public Utilities, 
262 Mass. 137, 146, PUR1928B 396, 
159 NE 743, 56 ALR 784. 

[2, 3] Manifestly there is no sharp 
line of demarcation separating the 
realm of management from that of 
regulation, no definite point indicating 
where management ends and regula- 
tion begins. The two are to be recon- 
ciled by application of the rule of 
sound reason and fair dealing. 

It is in this light that the question 
under consideration is to be deter- 
mined. 

The provisions of paragraphs A and 
B of General Regulation IX and the 
contract stipulation required of per- 
sons applying for directory service 
limiting the liability of the telephone 
company for errors or omissions are, 
in our opinion, fair and reasonable 
conditions or prerequisites to the fur- 
nishing of directory service in the tele- 
phone directory. They come within 
the scope of management and being 
fair and reasonable should not be dis- 
turbed by this Department as a regu- 
latory body. 

In the case of Hamilton Employ- 
ment Service v. New York Teleph. 
Co. (1930) 253 NY 468 471, 171 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


NE 710 (a decision in which the 
late Mr. Justice Cardozo, then Chief 
Justice, participated) a judgment in 
favor of the company was sustained by 
the court of appeals where it appeared 
that the following regulation, very 
much resembling the regulation under 
consideration, was a condition of di- 
rectory service: “No liability for 
damages arising from errors or omis- 
sions in making up or printing of its 
directories shall attach to the company, 
except in the case of charge listings, 
in connection with which its liability 
shall be limited to a refund at the 
monthly rate for each listing for the 
time an error or omission continues 
after reasonable notice in writing to 
the company.” 

In connection with that regulation 
the court said. “Unless this condi- 
tion is reasonable, it is not binding 
upon plaintiff. The preparation and 
delivery of a directory is not a pri- 
mary part of the business of a tele- 
phone company. It is wholly subordi- 
nate to the main transaction of trans- 
mitting messages. A directory may be 
compared to a railroad timetable. 
Courts do not hold a carrier to the 
same degree of liability for mistakes 
in timetables as for negligence in op- 
eration of trains. The principle of 
Weld v. Postal Teleg.-Cable Co. 
([1910] 199 NY 88, 98, 92 NE 415) 
seems to support the proposition that 
the regulation at bar in so far as it 
does not seek immunity from gross 
negligence or wilful misconduct, is 
reasonable. While holding that a tel- 
egraph company is without power to 
limit its liability for gross negligence 
or wilful misconduct, this court citing 
many precedents has gone on record 
to the effect that those who are not 
39 PUR(NS) 


insurers ‘have the power to limit their 
liability in cases where mistakes occur 
through no fault on their part, or 
for such mistakes of their employees 
as will occur through ordinary negli. 
gence in spite of the most stringent 
regulations or the most vigilant gener. 
al oversight.’ ” 

It is obvious that in the prepara. 
tion of a telephone directory contain. 
ing many thousands of names and 
listings, errors, and omissions will 
occur notwithstanding the greatest 
of care. Questions are bound to arise, 
also, such as whether certain applicants 
have the right to use particular trade. 
names, trademarks, or descriptions, 
It is only just, therefore, that the com-| 
pany should be permitted to limit its 
liability reasonably in such cases and 
in cases of ordinary errors or omis- 
sions. The general regulations and the 
contract stipulation do not by their 
terms purport to limit the company’s 
liability for gross negligence or wilful 
misconduct. To preclude the company 
from limiting its liability for ordinary 
mistakes in the directory would be to 
encourage and invite litigation which 
might well become so costly to the 
company as to affect rates adversely to 
the public interest. 

All these considerations lead us to 
the conclusion that we have reached, 
therefore, after public hearing, of 
which due notice was given, and con- 
sideration, it is 


Ordered: That the petition of 
Louis Rosendorn of Lexington relat- 
ing to a general regulation and con- 
tract stipulation in connection with 
listings in the classified directory of the 
New England Telephone and Tele- 
graph Company be and hereby is de- 
nied. Petition dismissed. 
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et’s Keep America’s Trucks ROLLING! 





'’s a Big Job—with SERVICE 
of FIRST Importance! 


hroughout the nation’s defense effort, 
e great civilian army of trucks will 
ty an emergency load totaling extra 
llions of tons. Trucks will work 
rder—and live longer. There will be 
fs rest between hauls, fewer empty 
urns, more double duty. New stand- 
is of endurance are being set up—and 
at means new emphasis on SERVICE. 


ernational Harvester, equipped with 
ationwide network of 248 Company- 
ned branches scattered strategically 
side the highways of America, accepts 
t challenge. Keenly aware of its re- 
bnsibility to owners, International has 
oted extraordinary effort to raising 


the service standard of its branches and 
dealers to a new peak of efficiency. 


It is Harvester’s pledge that its branches 
shall be “Service Bases” essential to the 
cause of National Defense. It pledges 
further that the service station of each 
International Truck dealer shall be 
known as safe harbor to any truck, 
whether the call is for preventive main- 
tenance, minor repair, or major overhaul. 
For International Trucks, Harvester 
pledges that as Defense comes FIRST, 
so shall SERVICE for trucks! 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Ave. Chicago, Illinois 


INTERNATIONAL TRUCKS 
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New Jersey Utility Increases 
Generating Capacity 
A= kilowatt high-pressure turbine-gen- 

erator was put in service recently at the 
Marion Station of Public Service Electric and 
Gas Company. The unit increases the capacity 
of the company’s electric system to 887,700 
kilowatts. 

A low-pressure generator of 50,000 kilo- 
watt capacity is being installed at Marion to 
operate in conjunction with the high-pressure 
unit. It is expected that the low-pressure 
machine will be ready for service in the fall 
of 1942. By that time Marion will have in- 
creased its capacity to an extent equal to the 
100,000 kilowatts put in operation at the com- 
pany’s Burlington station last November. 

Another 100,000 kilowatt unit is under con- 
struction at the Burlington generating station. 
When that is completed in the winter of 1942, 
the generating capacity of Burlington will be 
255,000 kilowatts, and the total capacity of 
the Public Service system will be 1,037,700 
kilowatts. 

By the winter of 1942 the company will have 
increased the capacity of its electric system 
since 1937 by 350,000 kilowatts, or approxi- 
mately 51 per cent. 

In addition to the’ increased generating 
capacity, Public Service has interconnections 
with neighboring companies. 


Utilities Promote Fluorescent 

se wri merchandising officials are giving 

renewed attention to fluorescent lighting 
as a possible answer to the threatened cur- 
tailment of power for domestic lighting use 
due to the defense program. At least 59 utili- 
ties are actively engaged in developing the sales 
of this lighting device, according to a recent 
report. One of the features of fluorescent 
lamps is the relatively low power needed for 
a specified amount of light compared with in- 


candescent lamps. 
Manufacturers, including divisions of Gen- 





70 MASTER-LIGHTS 
© Electric Portable Hand Lights. 
© Repair Car Spot and Searchlights. 
© Emergency (Battery) Floodlights. 


MASTER-LIGHT MAKERS 





7 CARPENTER MFG. CO. 





Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


eral Electric, Westinghouse Electric and Hy. 
grade Slyvania, are turning to the use of plas. 
tics as substitutes for materials absorbed hy 
the defense program and production of the 
new type lamps is believed to face no curtail. 
ment. In fact, trade estimates are being made 
that by the fall sales will run about 150 per 
cent ahead of the preceding year. By 1945 
total output may reach 115,000,000 units, it js 
estimated, compared with an estimated 20,000,- 
000 this year. 


Consolidated Edison Launches 
Fifth Appliance Campaign 


if b= Consolidated Edison System companies 
recently launched their fifth electrical ap- 
pliance campaign. 

The four-month campaign recently com- 
pleted maintained the mark set by the three 
predecessor appliance bargain drives, all of 
which surpassed all previous national appli- 
ance sales records. 

The new promotion, which will be backed 
by newspaper and radio advertising, bill en- 
closures and the usual. display material, will 
also have the active selling support of the Con- 
solidated Edison System companies’ sales em- 
ployees. Once again, also, field demonstra- 
tions will be given by means of the TruVue 
stereoscope and, film. 

The appliances included in the campaign are 
a Eureka de Luxe tank-type vacuum cleaner 
with a certified regular retail value of $49.95, 
which will be sold only to the system com- 
panies’ customers for $22.90 cash (plus New 
York city sales tax of 46c where effective) 
or $2 down and $2 a month for eleven months 
(including sales tax and all time payment 
charges) and a $12.50 Schick Flyer shaver, 
which can be bought by those who buy the 
cleaner for $1, including 2 per cent New York 
city sales tax. 
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Manufacturers’ Notes 


Westinghouse at Peak 

G. H. Bucher, president of Westinghouse 
Electric & Manufacturing Co., reported re- 
cently that more than half of the companys 
productive facilities is now devoted to defense, 
while unfilled defense orders of over $200; 
000 constitute close to 60 per cent of the total 
backlog. On June 30, 1941, total unfilled or- 
ders amounted to $341,265,794, an increase o! 
295 per cent over the $86,386,749 a year ago. 
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merican 
DELUXE LINE CONSTRUCTION 


Bodies 














uilt to Meet 
our Requirements 


American bodies are designed to 

the smallest detail by engineers 

in our drafting room to meet the 

} needs that have been learned by 

experience out in the field. In 

this way, theory and practice 

have combined to produce the 

most efficient, most economical-operating line construction 

bodies for utilities. An American engineer will be glad to 

discuss your particular problem with you, without 
obligation. 

Write for descriptive circular. 





HE AMERICAN COACH & BODY CO. 


PODLAND AVENUE AT EAST 93RD STREET 
CLEVELAND, OHIO 


Standard Equipment 
for Public Utilities 
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Westinghouse employment has been in- 
creased to the highest level in the history of 
the company. More than 71,000 people are now 
on the rolls. More than 20,000 additional em- 
ployees have been added since last summer— 
an increase of more than 35 per cent. 


Kellogg Appointment 


F. G. Gardner has been promoted to acting 
chief engineer of the Kellogg Switchboard and 
Supply Company, Chicago, according to a re- 
cent announcement by President M. Kk. Mc- 
Grath. 

George R. Eaton, vice president in charge of 
engineering, is on leave of absence because of 
ill health. 

After serving as chief engineer for Elec- 
trical Research Products, Inc., in London, Mr. 
Gardner spent three years in Africa, from 
1930 to 1933, with International Standard 
Electric Corp. He also worked with Inter- 
national Tel. & Tel. Corp. on communication 
projects in Russia, Italy, Argentina and Aus- 
tralia. 


Erlicher Named on New OPM Committee 


Harry L. Erlicher, vice president of the Gen- 
eral Electric Company and also in charge of 
that company’s purchasing activities, has been 
named a member of the Defense Industries 
Advisory Committee of the Copper and Zinc 
Industries, a division of the Office of Produc- 
tion Management. The appointment was an- 
nounced by Sidney J. Weinberg, chief of the 
Bureau of Defense Industry Advisory Com- 
mittees. 


Remington Rand Curtails 


Remington Rand, Inc., will discontinue the 
manufacture of metal office furniture, some 
steel filing cabinets and smaller typewriters, 
especially student models, to conserve raw 
materials for defense, President James H. 
Rand, Jr., announced recently. 

The company has a backlog of orders of 
more than $11 million, including more than 


$5,000,000 for defense materials. 
Kellogg Promotes Bond Sales 


To encourage its employees to invest in 
United States Defense Savings Bonds, the 
Kellogg Switchboard & Supply Company, 
Chicago, recently announced it would appro- 
priate from its own funds $1.00 per employee 
who opens a Defense Savings Bond account 
with the company. 





DICKE TOOL CO., Inc. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











Home Cooling and Heating Unit - 


A year-round gas operated domestic air con. 
ditioner, providing heating in the winter anj 
cooling in the summer, is announced by Serye| 
Inc., Evansville, Ind. 

The year-round conditioner, according tg 
the manufacturer, is so flexible that it cay 
heat or cool in the same day to meet suddey 
weather changes. Credit for this versatil 
goes to the Servel Selectrol, a combinatioy 
thermostat and unified control system, which 
by the flick of a switch automatically change 
the unit from heating to cooling or vice versa 
Even the circulating fan may be operated jp. 
dependently, if desired, from the Selectrol, 

The conditioner performs six major fune. 
tions: effective cooling, positive dehumidifica. 
tion, efficient heating, controlled humidifica. 
tion, selective air circulation and thorough ait 
cleaning. 

Floor space requirements for the new wit 
are less than requirements for a conventiond 
house furnace and by far takes much les 
space than separate heating and air condition. 
ing units. Extra floor space for storing fud 
is not required as gas is piped into the home 
direct to the Servel conditioner thus giving 
added area for basement playroom or more 
space in the utility room. 


Dorex Adsorbers Aid Phone Equipment 


In order to combat the adverse effect of 
common air-borne gases upon the _ proper 
functioning of automatic telephone equip. 
ment, Dorex Adsorbers, manufactured by the 
Dorex division of the W. B. Connor Engineer. 
ing Corp., are being installed in a local auto- 
matic Bell telephone exchange. 


Lewis Appointed to Defense Committee 


H. Edgar Lewis, chairman of the board and 
president of the Jones & Laughlin Steel Corp, 
Pittsburgh, has been added to the Steel De- 
fense Advisory Committee, according to an 
announcement by The Bureau of Clearance 
of Defense Industry Advisory Committees, Oi- 
fice of Production Management. 


Ford Promotes Two 
Charles E. Sorenson and A. M. Wibel have 


been elected vice presidents and directors 0! 
Ford Motor Company, Detroit. 


Axaloy for Axle Shafts 


A new steel Axaloy, which surpasses it 
strength, hardness and toughness the nicked 
alloy materials formerly used for axle shaiti 
and gears, is ready for production by the 
Timken-Detroit Axle Co., after more than two 
years of experimental work and testing, at: 
cording to a recent announcement. f 

Introduction of Timken Axaloy steel wil 
have an important bearing on defense pro- 
duction, in that it relieves the demand for 
nickel, formerly believed essential in steel al 
loys suitable for axle parts. 

Both laboratory and-road tests have show! 
that the new series of Timken Axaloy steel 
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DITTO 


Is YOU MULTIPLIED 
MANY TIMES! 


edays, when personal effectiveness means so much, 
ust turn to Ditto—to increase your influence, to 
e yourself of detail, to be set for the demands 
€ opportunities of this day! 

report operations alone, Ditto can be like an 
staff of assistants to you... you'll know why this is 
hen you see what other utilities men do with Ditto! 
hout type, stencil or ink the new Ditto D-44 
s 300 and more bright copies of anything written, 
or drawn... rate schedules; operating and prog- 
eports; specifications; engineering drawings; 
e, factory and work orders; forms, and the like 
0 copies a minute, in one to four colors at once, 
t the first 100, 3c thereafter. Originals can be 
repetitively—excellent for cumulative reports. 
ke your department more effective—get the whole 
of Ditto’s public utility performance on gelatin 
uid duplicators. Use coupon for free idea-booklet, 
pies, Their Place in Business.”’ No obligation! 
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DITTO, Inc., 640 So. Oakley Blvd., Chicago, Il 
Gentlemen: 

Send me copy of your book, “Copies, Thei 
Place in Business.” No obligation. 


MG vk cccdacndetcncksennsavasseeeassecede 





‘icpianbeneeentensa State voccrcel 


40 INDUSTRIAL PROGRESS—( Continued) 


Manufacturers’ Notes (Cont'd) 


show a combination of hardness, strength and 
toughness unequalled in the higher grades of 
alloy steels. Performances heretofore be- 
lieved impossible are being recorded daily in 
experimental tests and actual service. Axaloy 
is already being used in Timken axle shafts 
and final gears, and will be applied to other 
axle parts as rapidly as production permits. 
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Equipment Literature 
How to Apply Flow Meters Profitably 
Originating as a flow meter catalog describ- 
ing the Cochrane Corporation line of flow 
meters, “Flow Meters by Cochrane” has grown 
to a 52-page handbook of instrument applica- 
tion to steam; water; air; gas; and viscous, 


OCHRANE _ 


A909 


volatile, and corrosive fluid measurement. 
Considerable space is devoted to the impor- 
tance of flow records in the efficient operation 
of boiler and turbine rooms and various proc- 
ess departments. 

Special sections are devoted to control ap- 
plications, dual range recorders, detached in- 
struments, and summation meters. A list of 
available charts, with tabulated descriptions of 
each, is included as a guide to Cochrane meter 
users. For a copy of this new Flow Meter 
book, write Cochrane Corporation, 17th Street 
and Allegheny Avenue, Philadelphia, Pa., for 
Publ. 3010. 


How to Get Along With Less Priority Metal 


“How to Get Along With Less Priority 
Metal” is the timely and important theme of 





MARTENS & STORMOEN 
Successors to 
THONER & MARTENS 


Disconnecting and Heavy Duty Switches 


15 Hathaway St., Boston, Mass. 











Metco News issued by Metallizing Engineering 
Co., Inc., Long Island City, New York. This 
16-page book shows how it can be done with 
the metal spraying process—especially in the 
production and maintenance of rotating an( 
reciprocating mechanisms. Unusual Savings, 
not only in metal but in time and money x 
well, are described and illustrated. 


Master-Lights 

“Emergency Lighting” is the subject of q 
new illustrated catalog (Bulletin No. 141) js. 
sued by the Carpenter Manufacturing Co, 179 
Sidney St., Cambridge, Mass. 

Particular attention is devoted to Master. 
Lights for diaster, flood, riot and fire, De 
scriptions also are given of Master-Lights for 
every day use, both indoor and outdoor, 


Hygsrade Sylvania Annual Report 


The 13th annual report of the Hygrade 
Sylvania Corp., Salem, Mass., departs from 
the usual stereotype form of yearly financial 
review. 

Written for the employee, as well as stock. 
holder, the report contains facts about the 
company’s product and their manufacture 
which is of interest to customers and pros- 
pects. 

The report is made inviting and easy to read 
by the use of wide margins, subheads, ari- 
mated drawings, and illustrations of products 
and their use. 


Engineering Services 

A brochure announcing the engineering serv- 
ices offered to public utility companies and 
other industries has been issued by E. J. 
Cheney and Co., 61 Broadway, New York City. 

One of the important services the Cheney 
organization, which has been serving the util- 
ities since 1920, is prepared to render to meet 
the demand for increased output, is Rehabili- 
tation Engineering—to restore and modernize 
unused equipment for efficient service. 


ASA Wood Pole Specifications 


The publication of six American Standards 
covering specifications for wood poles is an- 
nounced by the American Standards Associa- 
tion. These standards, of especial interest to 
the builders and operators of overhead elec- 
tric, power and communication lines, were 
prepared under the sponsorship of the ASA 
Telephone Group which is made up of the 
Bell Telephone System and the U. S. Inde- 
pendent Telephone Association. They repre- 
sent a consistent system of standards for the 
six major pole timbers of the United States— 
northern white cedar poles, western red cedar 
poles, chestnut poles, southern pine poles, 
lodgepole pine poles, and Douglas fir poles. 

The wood pole standards have been in use 
for several years as tentative standards and 
have already been universally recognized as 4 
satisfactory basis for the selection of poles. 

Copies of the new edition of these standards 
may be ordered from the American Standards 
Association at 20 cents.a copy. They are as 
follows: American Standard Specifications 
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@This attractive 32-page color-litho- 
graphed brochure graphically portrays 
many installations of Pennsylvania Trans- 
formers. It is a pictorial presentation of 
how Pennsylvania, in supplying power to 
America's major industries, is playing a vital 


role in today's national defense program. 


Operating engineers will find 
these installations of unusual 
interest. Write for your copy! 
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and Dimensions for: Northern White Cedar 
Poles—05.1—1941; Western Red Cedar Poles 
—05.2—1941; Chestnut Poles —05.3—1941; 
Southern Pine Poles—05.4—1941; Lodgepole 
Pine Poles—05.5—1941; Douglas Fir Poles— 
05.6—1941. 
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New Products 
Egry Allset Forms 

Among the numerous types of forms pro- 
duced by The Egry Register Company 
the Egry Allset has proved very popular for 
many form writing requirements. Allset, as 
the name indicates, is a unit form, with all 
copies combined into a set, fastened at the 
margin, on either side, or top or bottom, de- 
pending on its use. 

Allsets are particularly desireable for all 
forms that cannot be completed at one writing, 
and where copies must be kept intact through 
several departments. All copies in the set are, 
held in perfect alignment at all times, and 
when the form is completed, the written copies 
are easily separated from the stub, which car- 
ries the carbon. 

Allset forms are adaptable for either type- 
written or manually written records. When 
handwritten, a metal Allset holder is used. It 
provides a convenient writing table and at the 
same time protects the unused forms. 

Allset forms are available in many sizes and 
in as many copies as may be required; in off- 
set or letterpress printing and in several colors 
of ink and paper. Literature will be sent on re- 
quest to the manufacturer. 


Regulator-Exciter Unit 
Efficient quick-response regulation for auto- 
matically holding constant output on DC and 














“Regulex” Exciter 


AC machines is available with the new “Regu- 
lex” exciter developed by the Allis-Chalmers 
Manuafacturing Company. This rotating reg- 
ulator reduces the first cost of a generator 
or motor installation because exciter and reg- 
ulator are combined in one unit. The Regulex 
consists of a differential amplifier for control- 
ing the excitation on DC motors and genera- 
tors to give constant voltage, current, speed 
or tension, 


The Regulex was originally developed fo 
steel mill use, principally for giving constant 
tension on winding and unwinding coils, |; 
is now being applied to other steel mill drives 
and mine hoists. ‘ 

“Regulex” excitors are being developed for 
all sizes of DC machines, and they are ap- 
plicable to AC synchronous motors, generators 
and condensers. They will also be applicable to 
constant tension drives in paper mills, 


Bill Receipting and Check Writing Machine 


A desk model machine released by Bur. 
roughs brings increased protection, speed, and 
economy to bill receipting and check writing 
and signing, according to the manufacturer, 

The operator merely slides the check or re. 
ceipt into the chute, indexes the amount on 





Burroughs Receipting and Check Writing 
Machine in Use. 


the keyboard, and depresses the motor bar, 
the machine automatically writing the date 
or consecutive number, safeguarding the 
amount, accumulating the amount in a locked- 
in total, and signing the form with an author- 
ized signature. 

Both the signature die and the accumulated 
tctal figures are under lock and key, and the 
machine itself can be completely locked to 
prevent its use by an unauthorized person. | 

For further information, write to Mechani- 
cal Methods Division, Burroughs Adding Ma- 
chine Company, Detroit, Michigan. 


Klemp Welded Steel Grating 

A one-piece construction welded steel grat- 
ing for boiler-rooms, trench-covers, platforms, 
fire escapes, stair treads, etc., is announced 
by the Wm. F. Klemp Co., Chicago. 

The grating is made in all widths and lengths 
to suit requirements. The arrangement of the 
hex. rods provides a non-slipping surface and 
there are no sharp corners to collect oil of 
dirt. The grating is practically self-cleaning, 
easily maintained and allows for maximum 
passage of light and air. 
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CRESCENT 
CRESFLEX 


NON-METALLIC SHEATHED CABLE 





Gives an all-insulated wiring system 


that is the most suitalle where a low 
auatlalde, Low in codt, Easy and 
quick to install. 


CRESCENT INSULATED WIRE & CABLE CO. 


CRESCENT 


WIRE and CABLE | 


EE Factory: TRENTON, N. J.—Stoéks in Principal Cities 
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Just Published! 





How fo wire 


residential, farm 
and industrial 
buildings 


for light and power 


Step-by-step methods fully and simply explained in this 
new single, sensible book—showing you: 
© the ABC of eiectrical science 
© the basic materials and jobs of wiring 
®@ how to plan installations 
® how to wire old and new buildings 


NEW SECOND EDITION 


33 understandab 
PRACTICAL ELECTRICAL ” aii: cover 
WIRING Uae ad a 


ments ; basic devices and cird 
By H. P. Richter wire, sizes and _ selection; 


: Te 2 nections and joints; reside 
Member, International Association of Electrical Inspectors and farm peo nig ete: 


521 pages, 5!/, x 8, 457 illustrations, $3.00 Planning an installation; spé 


: : ; switches and other 
ERE is a complete course of instruction for those vices; old work; farm wi 


. +s isolated lighting plants; wi 

" who a to oc _ to nai oe =< qiectennik Nacaek: ok 
egins with very first e ements and takes the reader Planting non-residential iol 
by easy steps, plain instructions and methods, to the tions; non-residential light 
completion of typical wiring jobs in accordance with ———— problems; ‘h 
° ° - 2 or motors; wiring  sciq 
official requirements of the 1940 National Electrical offices, stores, churches; etc 


Code. Employs simple language; 


fi themati d th 
to the minimum necessary for { USE THIS CONVENIENT ORDER COUPD 
understanding of the work; covers Public Utilities Fortnightly 


medium voltage jobs of the types Munsey Building, Washington, D. C. 


that are most in demand. Please send me a copy of Richter’s Practical Electri 
Wiring postpaid. I enclose $3.00 in 


REVISED THROUGHOUT O) check [© money order [{ cash 

in accordance with the 
1940 NATIONAL ADDRESS 

ELECTRICAL CODE CITY AND STATE. 2.00.00 ccccccvccccescceceseosehseninee 
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Big “Safety-Vision” rear window 

Adjustable sun visor* 
-_ — electric windshield 
Cab illumination (dome light) * 
Ventilating cowl and windshield 
Rigid wedge-type door muuntings 
Draft-sealed windows and doors 
Easy responsive roller bearing steering 

















Padded armrest on left door* 





Quick, easy gear shifting 





Genuine leather* or morocco upholstery 
Extra thick seat and back rest 

Spacious full-width chair-height seat 
Airfoam seat cushion and seat back* 


Ample legroom with seat adjustable to 
3 positions 
Level unobstructed cab floor 











* STANDARD EQUIPMENT ON 
DELUXE Cass 


AMERICA’S NO. 1 TRUCK CAB--- 
another reason why Dodge Sob Kecled Trucks are better 


ssi The quality of a Dodge Job-Rated truck sion, rear axle, brakes, springs, and frame! 


COUPO is typical of the quality of the entire jj these features must be top quality and 
ck. For proof, examine a Dodge truck sized to handle your hauling job. 


. ti 
+ sag ” were But look # other h rucks, They are in Dodge Job-Rated trucks ... 
' Be impartial . . . but be inquisitive... 


Ai fair trucks that are sized and built throughout 
al Electri i to fit the job .. . to cut your hauling costs! 
nduct your comparison completely: In- See your Dodge dealer now for a good 
de the engine—its power and economy; “deal” ... liberal trade-in allowance . .. easy 
ck the quality of the clutch, transmis- budget terms. 


PRICES AND SPECIFICATIONS SUBJECT TO CHANGE WITHOUT NOTICE 


EPEND ON DODGE 40-222 TRUCKS 


SM + EA / ste naie A Tere FUATF CITC VINO s/f7k ¢ 
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The Caeslats ices 


To Your Trenching Requiensia— 


THE CLEVELAND “BABY DIGGER’ 


MODEL “95” 
Equally Efficient for Long Line Trench or City Distribution 


Literally thousands of miles of completed work have proven the correctness of 
“Baby Digger” design. The forerunner of all full-crawler trench excavators, t 
“Baby Digger” stands supreme as a compact, light weight, easily transport 
trencher. With it you have the best chance to machine dig your work. Compa 
fast, flexible, powerful and with all dead weight eliminated, the “Baby Digger” ¢ 
actly meets conditions, whether it’s a cross-country transmission line or a short s 
vice extension in the city. 


Easy to operate and transport and with the built-in qualifications to resist wear 4 
abuse, the “Baby Digger” represents the utmost in economy and efficiency and assuy 


strength and such a wide digging range in such a small pack- 
age. Write today for complete de- 

tails on this modern most usable 

“Cleveland.” 


A big time-saving ‘'Cleveland'' feature — Truck 
speed transportation on special trailers. 


THE CLEVELAND TRENCHER CI 


"'Pioneer of the Small Trencher’ 


20100 St. Clair Avenue ......62-s. ‘ ois é Cleveland, 
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Wage-Hour 


Manual 
1941 Edition 


Don’t get into a jam with the wage and 
hour inspectors. Today there are seven 
times as many field men as a year ago. 
They are looking for errors in record 
keeping, for violations of minimum-wages, 
overtime, unnecessary exemptions. 


Inspectors report that most employers 
mean to comply, that the tremendous 
number of violations are the result of in- 
accurate information. Be certain that you 
are right, that you have the correct and 
latest regulations and interpretations. 


Wage and Hour Manual (1941 Edition) 
is just coming off the press. It goes into 
every regional office of the Wage and 
Hour Division. This Manual is so well 
organized, so complete and thorough that 
it is used by the Division in training 
new inspectors. 

Widely Used 

Already over 4000 corporations have 
ordered this new, up-to-date summary of 
all phases of wage and hour regulations. 

Over 300 specific questions are of- 


ficially answered, can save you much em- 
barrassment and explanation. 


PLETE Send for your copy today ssssssessscse, 


Bureau of National Affairs, Inc. 
2225 M Street, N. W., Washington, D. C. 


Send me the 1941 Edition of Wage and Hour 
Manual at $5.00 


( ) $5.00 is enclosed. Or ( ) Send C.O.D. 
and I'll pay the few extra cents collection 
charge. 











East End Avenue and 





Why Use a Truck 
TO DELIVER A THIMBLE? 


Thorough testing of even small 
products often requires a great 
deal of complicated, expensive 
apparatus. 


But, instead of tying up money 
in seldom-used testing equip- 
ment, more and more utilities 
have come to rely on E.T.L. to 
supplement their own research 
laboratories. 


By doing this, they avoid 
heavy investment in special ap- 
paratus ...and at the same time 
benefit from our long experience 
in product and commodity re- 
search, 


Know by Test 
ELECTRICAL 


TESTING 
LABORATORIES 


brew York, N.Y. 








79th Street 
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Now... the complete, one-volume key 
to the engineering essentials of 


INSULATION 


—kinds, applications, testing, theo 





This book will help 


DESIGNERS of electrical equipment 
ENGINEERS in mechanical, chemical, 


or other fields who need to know some- 
thing about insulation of electrical 
apparatus 


MAINTENANCE and REPAIR 
MEN who want to know more of the 
reasons back of their work 


PURCHASERS of electrical equip- 
ment who need to know how to detect 
quality or lack of it and what to put 
into specifications 


18 full, explicit, authoritative 
chapters cover: 


. Dielectric Phenomena 

. Theories of Dielectric Behavior 

- Factors Affecting Dielectric Behavior 
. Insulating Materials 

. Industrial Motors and Generators 
. Large Rotating Machines 

- Control Apparatus 

. Transformers and Reactors 

. Circuit-breaker Principles 

. Circuit-breaker Constructions 

- Transmission-line Insulators 

. Lightning Arresters 

. Capacitors 

. Heating Appliances 

. Lamps and Tubes 

. Meters, Instruments, and Relays 
~ Insulatis Ling a 

« High-voltage Testing Equipment 





Here is a new and helpful guide for all concerned 
with the design and use of electrical apparatus—; 
book that covers all aspects of its insulation—cop 
cisely reviews the theory—describes and compares 
the materials—and gives complete details of the insy 
lation problems present in all types of electrical ap 
paratus and how they are solved. 


INSULATION OF 
ELECTRICAL APPARATUS 


By Douglas F. Miner 


George Westinghouse Professor of Engineering 
Carnegie Institute of Technology 


450 pages, 6 x 9, 306 illustrations, $5.00 


This book bridges the gap between the more theo 
retical treatments of dielectric phenomena and the 
needs of engineers and designers for data on present 
day insulation practices. 

From it the reader can get everything necessary td 
an intelligent approach to insulation problem 
correlation of the theoretical and the practical—plu 
many facts and data to help in design or selection 0 
electrical apparatus. 

The section on applications is presented in grea 
detail—covers many specific types of apparatu 
breaking each one down to show every insulation re 
quirement and best practices in handling it. 


USE THIS CONVENIENT ORDER COUPON 


PUBLIC UTILITIES FORTNIGHTLY 
Munsey Building, Washington, D. C. 
Please send me a copy of Miner’s INSULATION oF 
ELECTRICAL APPARATUS postpaid. I enclose $5.00 in 
money order 
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Double talk 
preferred 


OUBLE talk isn’t recommended in the best of society, 
but there are times when it can be very effective... 
and this is one. 


We sell store fronts, and you sell lighting. Our store 
fronts are more effective when there is more of your light 
used on the exterior and on the interior, and you will agree 
that your customer will be more satisfied with his new light- 
ing fixtures and increased illumination if he has a new store 
front to help create customers for him. 


So let’s use a little double talk. We'll mention to our 
store front prospects the advantages of better lighting, in 
return for your mention to your prospects of the value of 
modern exteriors. And thus, we’ll both win their appreci- 
ation. 


When you think of store fronts, think of “Pittsburgh” 
Pittco Store Fronts . . . the leader in the field. 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PUTSBURGH' stonds fot Duality Glass and tit? 
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Your business form requirements are more than 
met by the variety of quality forms manufactured 
by Egry. Continuous Forms with or without inter- 
leaved one-time carbons; Allset and Foldover indi- 
vidual unit sets; padded and special forms... all 
engineered to your individual requirements ... a 
complete form system to expedite the writing of all 
initia! records. 

A request will bring a special prepared brochure 
containing samples of Egry forms now in use by 
utilities. Address Department F-828. 





The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Ce., (Canada) Ltd. King & Dufferin Sts., Toronto, Onterlo, Canada 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) a 
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PRODUCTION 


ELECTRIC HEATING UNITS 
did for our production!” 


Industry is hungry for new production ideas—partic- 
ularly if they can be applied quickly and easily. It’s 
your chance to build load with electric heat. 

Take the shop that wants to expand, but has limited 
boiler capacity ...Or requires closest temperature 
control of process heat, to insure uniformity of product 
. .. Or wishes to install a new, better plastic molding 
process requiring higher temperature than their pres- 
ent heating method will supply .. . Or desires simply 
to relocate some department using heat, to streamline 
their production . . . Chromalox electric heating units 

ir ee | he ee ee ee 
situations, an romalox engineers will cooperate 
ON WHEELS—WITH “WIRED HEAT” with you in developing this valuable function of 


The product required slow cooling i i i 
é electric power amon r industrial mers. 
to avoid distortion. This oven heated * . P ; wee - 7 om Calnnenane 
by easily applied Chromalox Strip Available in units of all required types for any 


Heaters, can be shifted about as industrial heating need to 1000 deg. F. Fully described 


need requires, and plugged into the in the Chromalox Book of Electric Heat, on request. 
nearest electrical outlet. An inex- 


Pensive thermostat holds the temper- EDWIN L. WI EGA ND COM Le NY 


ature at 125 deg., assuring perfectly 


formed product. 7500 THOMAS BLVD. ° PITTSBURGH, PA. 


"CHROMALOX 





MERCOID- 


MERCOID 
LIQUID LEVEL 
CONTROLS 


For further information write for Mercoid 
Catalog showing the complete line. 


Mercoid hermetically sealed mer- 
cury switches used exclusively in 
all Mercoid Controls. They save 
on service expense as there is in- 
finitely less chance for contact 


trouble. Longer control life assured. 


APPLIED DEFENSE 
x IN INDUSTRY x 


These are days 
when American Industry 
is confronted with many 

problems and responsibilities, 


The task of building up an adequate 
National Defense as quickly as possi- 
ble and at the same time, take care 
of the Nation's normal requirements, 
is a job of major proportions, calling 
for an all out efficiency performance 
of men and mechanical equipment. « 
Wherever the control of tempero- 
ture, pressure, liquid level or mechan- 
ical operations are involved, Mercoid 
Controls and Switches assure a mavi- 
mum in efficient and dependable 
performance. Illustrated herewith are 
two items, among many in populor 
use. © While Mercoid Controls are 
recognized as standard instruments 
in various automatic heating fields, 
they are also a favorite among lead- 
ing engineers who are increasingly 
using them on vital applications in 
the protection and conservation of 
costly industrial equipment. 


THE MERCOID CORPORATION 
4233 Belmont Avenue + Chicago, Illinois 
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Here's the money-saving answer to your purification 
problems—Connelly IRON SPONGE—a patented product of 
extra high capacity, guaranteed to meet every purification re- 
quirement efficiently and economically. 


Thruout the country, in hundreds of plants, Connelly Iron 
Sponge has demonstrated not only its exceptionally low cost 
per 1,000 feet of gas purified, but its amazingly low main- 
tenance cost as well. 


For more than 64 years Connelly has been solving purification 
problems and cutting purifying costs. Consult us today. 
There’s no cost or obligation. 


CHICAGO, ILLINOIS 
ELIZABETH, WN. J 


SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 





For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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How to solve the problems of 


ELECTRIC DISTRIBUTION 





This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co. 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters. 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 

tem as a whole; etc. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


Practical design prob- 
lems are included with 
solutions based on dia- 
grams instead of diffi- 
cult mathematics. Nu- 
merous illustrations, di- 
agrams and tables will 
be found helpful for a 
quick and complete un- 
derstanding of the funda- 








TREATS: 


—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 
CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 

° DATA 


Perspective of the Electric System 
Distribution to Serve the Load 
The Distribution Division 
Generation of Electricity 
Fundamentals of the Electric 
Circuit 
Inductance and Related Charac- 
teristics 
Tools for Electrical Problems 
Transformers 
Transformer Connections 
Voltage Control 
@ Current Interrupting 
Equipment 
® Voltage Protection — 
Lightning—Grounding 
© Street Lighting Circuits 
@ Mechanical _ Principles 
in Distribution 
© Economic Principles in 
Distribution 
@ Measures of Service 











mentals. 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re 
ports, investigations, design and construction. « < < « ‘ 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








oesiox FOND, Bacon « Davis, anc. waz case 


CONSTRUCTION Enoi APPRAISALS 
OPERATING COSTS ngmneers INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CLEVELAND CHIOAGO 








J. H. MANNING & COMPANY 


New York Chicago 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 
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STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS *¢ EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON ° NEW YORK ¢ CHICAGO e PITTSBURGH ¢ SAN FRANCISCO ¢« LOS ANGELES 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


Francis S. HABERLY 
ENGINEER 


Appraisals—Original Cost Accounting— 
Rates—Depreciation—Trends 


122 SoutnH Micuican AvENvE, CHICAGO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision ef cen- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 


910 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals + Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 
Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 
CONSULTING ENGINEERS 


128 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 














ROBERT E. FOLEY 
Erecting Eugiseer 
Telephone Lines—Rural Lines—Fire Alarme— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready ire 
ence. Their products and services cover a wide range of utility needs. 


A 


American Appraisal Company, The 
American Coach & Body Co. 





B 


*Babcock & Wilcox Co. 
Barber Gas Burner Company, The 
Barker & Wheeler, Engineers 

Bayer Company, The 
Black & Veatch, Consulting Engineers ................ 
*Brown, L. L. Paper Co. 
Burroughs Adding Machine Co. ................-..-0-------- 











Cc 


Carpenter Manufacturing Company sess: OD 
Carter, Earl L., Consulting Engineer ae 
Cheney, E. J. and Co., Engineers ................. as ee 


Chevrolet Motor Division of General Motors 
Sales Corp. 7 


Cities Service Petroleum Products 
Inside Back Cover 


Cleveland Trencher Company, The 
Combustion Engineering Company, Inc. 
Connelly Iron Sponge & Governor Co. 
Crescent Insulated Wire & Cable Co., Inc.... 





D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers. 
Dicke Tool Company, Inc. 
Ditto, Ine. 
Dodge Division of Chrysler Corp, ..................0000-00- 








E 
Egry Register Company, The 
*Ehret Magnesia Manufacturing Co. ............... 
Electric Storage Battery Company, The 
Electrical Testing Laboratories 
Elliott Company 
*Ethyl Gasoline Corporation 








F 

Foley, Robert E., Erecting Engineers 

Ford, Bacon & Davis, Inc., Engineers 
G 


General Electric Company 
*Graver Tank & Mfg. Co., Inc. 
Grinnell Company, Inc. 








H 


Haberly, Francis S., Engineer 
Hoosier Engineering Company 





I 


International Harvester Company, Inc. 
Professional Directory 


* Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers . 
Johns-Manville Corporation 
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Kerite Insulated Wire & Cable Co., Inc., The .. 
Kinnear Manufacturing Company, The .......... kee 


M 


Manning, J. H. & Company, Engineers 

*Marmon-Herrington Co., IM, -......2....ceccscssssen Bi 
Martens & Stormoen 
Merco Nordstrom Valve Company ..................... Leo 
Mercoid Corporation, The 
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National Affairs, Bureau Of .........2..2...:.:cccssen ~ 

Neptune Meter C pany 2 

Newport News Shipbuilding & Dry Dock Com- 
pany 4 
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Pennsylvania Transformer Company 
Pittsburgh Equitable Meter Company . 
Pittsburgh Plate Glass Company 
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Railway & Industrial Engineering Company .... 

Recording & Statistical Corp. ........-.-..2--:---resse 9 
Remington Rand, Inc. J 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat Company 
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Sanderson & Porter, Engineers 
Sangamo Electric Company .... 
Sargent & Lundy, Engineers 
Silex Company, The 


Inside Front Cover 
Sloan & Cook, Consulting Engineers 

Sprague Meter Company, The 

Stone & Webster Engineering Corporation 
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*Thornton Tandem Co. 
*Timken-Detroit Axle Co., The ..........-.----s-s- ea 


Vv 
Vulcan Soot Blower Corp, .........----:--:sssessssesseaenne 
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Westinghouse Electric & Mfg. Co. 

Outside Back © 
Wiegand, Edwin L., Comy adie 
Wopat, J. W., Consulting sn PR TTE “ 


56-57 


























NATIONAL DEFENSE NEEDS MORE 
THAN “ELBOW GREASE!” 


Industrial lubrication, as exempli- 
fied by the role of Cities Service, 
plays a vital part 


Lifeblood of the factory line is the precious 
oil that keeps the wheels of industry turning 
... Spinning ever faster and faster as tanks. 
ships, planes and trucks spring from blue- 
prints into cold steel. 


In many phases of na- 
tional defense. Cities 
Service's industrial oils 


have been called upon to help deliver maxe 
imum efficiency of operation. * 


We are honored by our selection, feeling 
that it indicates more plainly than words 
that we are qualified to meet the lubrication 
problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


CITIES SERVICE OIL COMPANIES 


CITIES SERVICE OIL COMPANY 


Chicago, New York, Cedar Rapids, 


Boston, St. Paul, Grand Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 


Cleveiand, Detroit, Syracuse 


CITIES SERVICE OIL COMPANY, LTD. 
ARKANSAS FUEL OIL COMPANY 


Toronto, Ontario. 


Shreveport, Little Rock, Jackson, 


Miss., Birmingham, Atlanta. Charlotte. N. C., Nashville, Richmond, Miami. 
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RTIFICIAL lighting becomes a 

shop tool at Westinghouse for pre- 
testing every CSP transformer before 
shipment. Tests like this’ account for 
the high reliability of Westinghouse 
transformers in the field. Similar pro- 
duction-line checks on arresters, méters. 
insulators and other Westinghouse dis. 
tribution equipment assure you of mini- 
mum line maintenance ... and help to 
eliminate costly service interruptions. 


West; 
Dghouse acti,:.:__ . 
Search, ° ; AChiVities in r9, 


i”? the 
YP ore Manufactyp 
Tibution and application 


WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, EAST PITTSBURGH, 


estin 
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ELECTRICAL PARTNER OF THE 4 CENTRAL STATION INDUSTRY 
A 





